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If photography is your hobby... 


You probably have one favorite camera 
—one favorite lens. You find that you 
get the best pictures—the best results 


—with equipment you prefer using. 


Odds are that the typewriter you’d use 
would be a Royal—the typewriter that’s 
built up a preference equal to that of 
the next three leading typewriters to- 
gether. 

To get the best results from your 
secretarial staff, supply them with 
Royals. The preferred typewriter! The 


World’s No. 1 Typewriter! 

















Preference for Royal equals the combined 
preference for the next three... 


1. Popularity! Just look how Royal rates with secretaries and 
typists. A national survey shows that preference for Royal 
equals the combined preference for the next three most popu- 
lar typewriters. Your typists will do more work, better work on 
machines they prefer to use. 

2: Royal efficiency! There are work-saving, time-saving fea- 
tures on a Royal not found on any other typewriter! Meaning 


—higher production per machine! 


3. Royal durability! These typewriters are really sturdy. 
Royals stand up . . . spend more time on the job, less time out 
for repairs. With Royal, you get the maximum return for your 
typewriter investment! 


i ROYAL— World’s No. 1 Typewriter 
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come out, come out, wherever you are 


¢ And to get crude oil out, profitably, 
management keeps a sharp eye out for 
ways to cut costs. That eye falls 
happily, these days, on Moore busi- 
ness forms. For, while office overhead 
streaks up and up, these multi-copy 
forms slice waste, boost output for 
businesses large and small. 


The Atlantic Refining Company, Phila- 
delphia, uses Moore cost-cutting tabu- 
lating forms to secure speedy, accurate 
control. The Humble Oil and Refining 
Company, Houston, Texas, uses Moore 
business forms. Your firm, too, can 
shave operating costs and get airtight 
control. Just call your local Moore office 


MOORE BUSINE 


SALESBOOK SPEEDISE1 


CONTINUOUS 


On the trail of crude oil in Louisiana swampland 


for proof and money-saving details. 

Sales offices in over 200 cities from 
coast to coast, ready to serve you swiftly. 
There are Moore factories in Niagara 
Falls and Elmira, N. Y.; Minneapolis, 
Minn.; Denton, Texas; Los Angeles 
and Emeryville, Calif. Also sales offices 
and factories across Canada. 


SS FORMS, INC. 


NU TRADE. MARC 


FANFOLD 
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| Forthcoming 
Regional 


Conferences 


Controllers 


Institute 
O rf 


| America 


PACIFIC COAST: 
Seattle 
June 11-12 


Sponsored bj 
Seattle Control 


‘MID-WESTERN: 
St. Paul 
May 16-17 


Sponsored bj 
Twin Cities Control 


EASTERN: 
Atlantic City 
April 4-6 


Sponsored bj 
Philadelphia Control 


17th ANNUAL 
MEETING 
NEW YORK 

October 10-13, 1948 
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COST 








| Ditto Business Systems $000 00 








National Battery Company Reports: 


$10,800 ANNUAL SAVING WITH DITTO! 


$10,800 represents the yearly saving of the National Battery 
Company through the use of a Ditto Order and Invoice System. 
This saving is typical. Hundreds of firms have learned that 
Ditto, the One-Writing Business System, pays for itself many 
times over ... through important economies in time and money. 

Equally as important, Ditto eliminates errors and confusion, 
coordinates activities. The flexibility of Ditto enables modern 
business to adapt it to every department. Thus, Ditto is equally 
effective in payroll, purchasing, order-billing and production. 


A letter in 
Large or small, your business can utilize Ditto to distinct 


% our files, from the Scott- 
Foresman Company, tes- 
tifies to this statement. 
Copy of the letter is 
available upon request, 


advantage. 


$10,800 annually with Ditto, write 


To learn how National Battery saves 
for your free copy of Case History 4201. 





Production * Payroll * Purchasing * Order-Billing 


DITTO, INC., 2217 W. Harrison St., Chicago 12, Illinois ¢ In Canada: Ditto of Canada, Ltd., Toronto, Ontario 
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Introducing This Month’s Authors | 








Marion R. Hardin (‘‘Advantages and 
Disadvantages of Different Types of Fi- 
nancing for Industrials,” page 191),amem- 
ber of the Con- 
trollers Institute, 
is the Comptrol- 
ler and a mem- 
ber of the Fi- 
nance Commit- 
tee of W. S. 
Dickey Clay 
Manufacturing 
Company. 

A certified 
public account- 
ant (Kansas), 
Mr. Hardin was 
employed for ten years by the Atchison 
Topeka and Santa Fé Railroad Company 
in Traffic, Claims and Accounting posi- 
tions; thereafter, he spent 13 years on the 
staff of Arthur Andersen and Company, 
Public Accountants. He is a member of 
the American Institute of Accountants. 

Mr. Hardin’s hobbies are outdoor 
sports. In the winter, he becomes restless 
awaiting the opening of fishing season, 
and in the fall, he is just as anxious as his 
English Setter to get in the field. 
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MR. HARDIN 


With 25 years’ experience in financial 
work, Simon C. Kelly (‘Forecasting Fi- 
nancial Requirements,” page 188) is well- 
qualified to pre- 
dict financial re- 
quirements for 
business. He is 
Vice Pres.-Treas- 
urer of Western 
Auto Supply 
Company, in 
Kansas City, 





Missouri. 
A native of 
Ireland, he 
came to the MR. KELLY 


United States 
in 1923 from Dublin, where he was ed- 
ucated in accounting and economics. 
He worked for Shell Oil Company in 
St. Louis and Chicago offices for three 
years and then moved to Kansas, where 
he was on the public accounting staff of 
Price, Waterhouse & Company for eight 
years. He then joined Western Auto 
Supply Company in 1935 as Credit 
Manager. Here, he was promoted to 
General Auditor in 1940, Controller 
in 1942 and became Treasurer in 1945. 
He is a member of the company’s Execu- 
tive Committee and Compensation 
Committee. He has developed credit 
and accounting manuals for use in the 
company’s chain of stores. 

A member of the Controllers Institute, 


Mr. Kelly also belongs to the Kansas City 
Chapter, National Association of Cost 
Accountants, and was its 1946-47 Presi- 
dent. His article, “Reports to Top Man- 
agement,” was published in the October, 
1946, issue of THE CONTROLLER. 


Edmund John McCormick (‘Less 
Work Per Unit of Production,” page 
180), heads McCormick & Company, 
Management Consultants, in Yonkers, 
N. Y. Before be- Art Studio 
coming associ- 
ated with the 
McCormick 
company, Mr. 
McCormick was 
senior member 
of the staff of 
Stevenson, Jor- 
dan and Harri- 
son of Chicago. 

Mr. McCor- 
mick is on the 
faculty of New 
York University’s School of Commerce, 
Accounts, and Finance. 

A graduate of Carnegie Institute of 
Technology, Mr. McCormick was vice- 
president of his class and editor of the 
college newspaper. His sports are tennis, 
swimming and ice-boating. His iceboat is 





MR. McCORMICK 


at present in the American Embassy at 
Stockholm. 


Clem J. Schwingle (‘Replacement 
Reserves: An Engineer's View,” page 182), 
is Vice-President of the American Ap- 
praisal Com- 
pany. He served 
as consultant to 
large corpora- 
tions on depre- 
ciation and 
property prob- 
lems for the past 
10 years. 

Twenty-six 
years ago, Mr. 
Schwingle joined 
the field staff of 
the American 
Appraisal Company. After executing ap- 
praisal engagements throughout the coun- 
try for six years, he was made director of 
the field staff's activities in 1928. Since 
1934, he has specialized in depreciation 
and property control, particularly for fed- 
eral tax purposes. He was appointed As- 
sistant to the Vice-President (at the New 
York Office) in charge of Eastern activi- 
ties in 1938, in which capacity he served 
until he became Assistant Vice-President 
at Milwaukee in 1943. He achieved his 
current position as Vice-President in 
charge of production in 1944. 

Mr. Schwingle was educated at Loros 
College, in Dubuque, Iowa, and Mar- 
quette University. 


Lainson 


MR. SCHWINGLE 








F orthcoming Features in 


THE CONTROLLER 


IS YOUR BUSINESS HOUSE IN ORDER? 
By J. F. Mannion 


SOME CURRENT PROBLEMS OF CONTROLLERSHIP 


By Christian E. Jarchow 


FIELD WAREHOUSING 
By R. L. Gordon 


THE PLACE OF EMPLOYEE BENEFIT AND 
RETIREMENT PLANS IN BUSINESS 
By Chan Eno 


THE INSURANCES’ BUYERS LATEST “HEADACHE” 
By Dwight W. Sleeper 
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@ When you are asked to recommend an 
accounting course, the educational back- 
ground of the International Accountants 


ee. 


others part time, to [AS work. Our Advisory 
Board consists of forty outstanding Certified 
Public Accountants, business executives, 





: Society, Inc., will give you complete confi- attorneys, and educators, who counsel with 
of dence. The five men composing our Execu- the IAS Management, on request, about 
ce tive Educational Committee are responsible ‘iia iil ieapaitiliens nti ie 
on for IAS educational policies and activities. ; % 6: ’ F 

d- The sixteen Certified Public Accountants aT: 

S- composing the IAS Faculty prepare text The uniformly high caliber of these men is 
ed material, give consultation service, or grade eloquent testimony to the quality of IAS 
4 examination papers. Some give full time. training. 

nt 

is 

2 EXECUTIVE EDUCATIONAL COMMITTEE 

)s JOHN T. MADDEN President, International Accountants Society, Inc.; Dean, School of Commerce, Accounts 
“ CP.A., B.C.S., M.A., Sc. D. and Finance, New York University; Former President, American Association of University 


Instructors in Accounting; Former President, American Association of Collegiate Schools 
of Business. 


Chairman, Board of .Directors, International Accountants Society, Inc.; Dean Emeritus, 
ollege of Engineering, Cornell University; Former President, American Society of Mechani- 
cal Engineers; author of ‘‘Cost Finding,’’ ‘‘Industrial Economics,”’ and other textbooks. 


DEXTER S. KIMBALL 
M&E., LED, DiSe: 


Vice-Chairman, Board of Directors, International Accountants Society, Inc.; Former 
Chairman,- Board of Directors, The Ronald Press Company; Former Director, Department 
of Management, New York University; author of ‘‘Office Management”’ and other textbooks. 


LEE GALLOWAY 
B.Se., Ph.D; 


Practicing Certified Public Accountant; Member of Faculty, International Accountants 
Society, Inc.; Former President, Illinois Chamber of Commerce; Former President, America. 
Society of Certified Public Accountants; Former President, Executives Club of Chicago. 


GEORGE P. ELLIS 
CPAs 


STEPHEN GILMAN 
B:Se.,C:PeA. 


Educational Director, International Accountants Society, Inc.; author of ‘‘Accounting Con- 
cepts of Profit,” “‘Analyzing Financial Statements,” ‘Principles of Accounting,” ‘‘What 
the Figures Mean,”’ and numerous technical articles on accounting and allied subjects. 


FACULTY 


Stephen Gilman, C.P.A. Frank H. Murray, C.P.A. 
John A. Hinderlong, C.P.A.  T. N. Perry, C.P.A. 
James W. Love, C.P.A. Russell C. Swope, C.P.A. 
Paul H. Moore, C.P.A. G. E. Taylor, C.P.A. 


Stanley E. Beatty, C.P.A. 
Harold W. Boedeker, C.P.A. 
George P. Ellis, C.P.A. 

C. W. Emshoff, C.P.A. 


J. G. Terry, C.P.A. 

G. S. West, C.P.A. 

Harry H.:Westphaln, C.P.A. 
Earl R. White, C.P.A. 











Additional information about this training will be sent to you in booklet form, on request. 


INTERNATIONAL ACCOUNTANTS SOCIETY, rye. 


A Correspondence School Since 1903 
209 WEST JACKSON BOULEVARD 
CHICAGO 6, ILLINOIS 
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A Surfeit of Socialism? 


LETTER from London came to me recently from my 

friend, Harry Ward, who is management consultant for 
a number of large British industrial concerns. What he nar- 
rates is dreary and saddening to anyone with friends in 
Britain, and to all of us who feel that Britain used to carry 
quite capably a major part of the burden of keeping world 
order. However, he concludes with an encouraging prediction. 

With a world position based largely upon coal exports and 
naval supremacy, Britain “lived on capital” for years—with- 
out realizing it. During the war she lived on capital fully 
realizing it, but with no alternative. Perhaps, had Great 
Britain benefitted from the functions of a Controller over 
the years, she would need fewer controls now. The results, 
bitter and humiliating, become truly discouraging when we 
realize that the future holds little prospect of betterment, 
even with the maximum help America can give. As Mr. Ward 
says: 

“There is no doubt we are moving along the road to star- 
vation. We have five ration books for our family, and each is 
supposed to entitle us to three pounds of potatoes a week. 
For the last few months I have had, as a normal practice, to 
use my Saturday afternoons for shopping in order to relieve 
the family burden. We may receive instead of the fifteen 
pounds to which we are entitled either three or six pounds. 
This has gone on for some weeks. One is not entitled to ar- 
rears. 

Any reader who has visited England recently doubtless has 
had the experience I had. two years ago. It seemed as though 
I lived mainly on bread and potatoes, which were unrationed 
at that time; yet I lost weight steadily during six weeks in 
London. With both potatoes and bread rationed, and the ra- 
tion unfilled, the future is indeed grim. 

As to the business outlook, Mr. Ward says: ““Unemploy- 
ment figures are published ten weeks in arrears. No doubt 
there have been enormous dismissals of people employed in 
hotels, garages (for now there is no basic petrol ration), food 
industries, tobacco manufacturing, and industries concerned in 
any way with housing, civil aviation, production of motor cars, 
etc. It would seem that shipbuilding is likely to shrink, as 
will many other steel consuming industries. Now, in every 
town I visit, companies report that they are dismissing men 
and women. In the first instance, it is the part-time women, 
of whom many tens of thousands are being-dismissed.” 

However, his dreary comment about the present conditions 
leads to one which may be significant to the rest of the world, 
and even to England in the long run. He believes that the Labor 
government cannot last long. 

“I have always had faith that in the long run facts will 
talk,” he writes. ‘The net result of government action is so 
great a lowering of the standard of life that government can- 
not continue. The exact mechanism . . . is a study for the 
politicians. . . . The general political situation discloses an 
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enormous swing to the right. Heavy losses on coal produc. 
tion, civil aviation and other phases of the mismanagement 
of government tell their own tale.” 

He believes that the change will come not because the 
British people conclude that Socialism is wrong or evil but 
because they are very practical voters. ‘““What is happening 
now will disappear, not because it is necessarily wrong, but 
because it is not working, nor is it likely to work.” 


Methods of Asking for Advice 


OR YEARS the Bureau of the Census has asked businessmen 
Pa statisticians for suggestions each time the Bureau starts 
the planning of a new census of business. This has ordinarily 
been done by sending out a sample of the census schedule with 
a covering letter asking whether the respondent finds himself 
able to answer the questions, and whether he has any sugges. 
tions. 

The Bureau is now starting to plan the Census of Business— 
wholesaling, retailing, service—to be taken in 1950 for the year 
1949 (excluding manufacturing, which will be done this year), 
This would be 10 years from the previous Census of Business, 
but there is talk in Congress of speeding it up by a year, because 
the 1945 Census at the normal five-year interval, was prevented 
by war. 

This time the Bureau is experimenting with the idea that bet- 
ter advice can be had if the respondent does not have to do all 
of the thinking. Along with the sample schedule, a little book- 
let of ‘Selected Questions’ has been issued, describing concisely 
some specific problems on which the Bureau would like advice. 

Such common-sense procedure is all too seldom followed by 
those seeking advice—individuals, corporations, or government 
agencies. 

For example, the Census Bureau found that the majority of 
small retailers were unable to answer some of the questions 
asked in the previous census. They found it hard to break down 
their sales volume by commodity lines, since few of them kee 
books in that manner. That question in the schedule had been 
sponsored by market research and statistical enthusiasts; and it 
would have been nice to know, for example, how important dry 
goods and clothing are in the sales volume of general stores in 
various parts of the country. The important and realistic fact is 
that asking the question does not make the information avail- 
able; it is merely a variety of wishful thinking. 

So the Census Bureau now asks users of the data, whether it 
wouldn’t be better to develop a checklist of about 100 com- 
modities and find out how many retailers carry each basic line of 
goods, rather than fail again in the attempt to find out how 
much they sell of each line. 

Another type of question which the Census Bureau asks of its 
“customers” is in terms of cost. The Bureau has never published 
separate tabulations of retail trades in towns with 1,000 to 2,500 
inhabitants. The total retail trade in each town of this size could 
be tabulated, but it would cost $100,000 extra. The Bureau 
wants to know whether enough people would use the data. 

All of this seems to bring us back to the old chestnut that a 
problem is half-solved when it is well stated. 

The Census Bureau is to be commended for this new venture 
—reaching beyond the formal request with an honest search for 
advice. It might save an appreciable amount of taxpayers’ money 
if other government agencies were to follow this trend. At least 
we taxpayers would feel more comfortable. 


Having presented this bouquet for constructive thinking, 
the editors plan to lay a record of it on the shelf as a sort of 
“credit memo” entitling us to take a future “potshot” at 
some government agency when the occasion seems appro- 
priate! 

—WALTER MITCHELL, JR. 





duc. 
ent 


the 
but 
ing 


but 


nen 
arts 
rily 
vith 
self 
pes- 


year 
ar). 
€SS, 
use 
ited 


bet- 
all 
ok- 
sely 
ice. 
by 


ent 


of 
ons 
wn 
eep 
een 
1 it 
dry 
; in 
t is 
ail- 


its 
1ed 
00 
ald 


cau 


ure 
for 
ney 
ast 


ng, 


at 
ro- 





XUM 





At day’s end Cor when the cop comes) 
the sidewalk hawker can swiftly count 
up where he stands. 

Legitimate business is more com- 
plicated, though; and “counting up” 
is more complicated, too. But it need 
not involve elaborate computations, or 
endless posting and filing. Not if you 


employ the amazingly simple Compt: 


ometer Peg-Board Plan. 
Direct and swift, this plan saves 


M.W. AYER & SON 
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Something for the kiddies 





money because it makes any account- 
ing task swift and direct. Here’s why: 


1. The Comptometer Peg Board Plan 
makes original records yield final 
results. 

2. Any item entered once need never 
be copied again! 

You'll find the Comptometer Peg- 

Board Plan so flexible it gives any 

combined statement — quickly and ac- 

curately — for such operations as in- 
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ventory control, payroll, sales analysis, 
production, labor distribution. 


Find out how others have simplified 
accounting problems, at a saving. Just 
call your nearest Comptometer repre- 
sentative for full details. 


ComPTOMETER 


REG. U. S. PAT. OFF. 
ADDING-CALCULATING MACHINES 


Made only by Felt & Tarrant Manufacturing Co. 
Chicago, and sold exclusively by its Comptometer 
Division, 1734 N. Paulina St., Chicago 22, Illinois. 








Less Work per Unit of Production 


The Profitable Solution for Labor and Management 


By Epmunp Joun McCormick, McCormick & Company, Yonkers, New York 


The high unit cost of labor today, 
poses a problem for all manufacturers 
who wish to keep the cost of their prod- 
ucts at a competitive level within reach of 
the consumer. 

Domestic living costs as measured by 
the Consumers Price Index of the Bu- 
reau of Labor Statistics indicate that 
prices are rising out of reach of the mod- 
erate income family. Charts issued by the 
BLS of the United States Department of 
Labor showing unit labor cost of manu- 
facturing, and wholesale prices of manu- 
factured goods, stress the dovetailing of 
the wholesale price and unit cost curves. 

With these considerations and the de- 
sire of industry to increase profits and 
cope with increasing demands of labor, 
it is necessary to handle the situation by 
removing management and labor inefh- 
ciencies. In short, by lower cost per unit 
of production. 

We believe that it is possible with a 
skillfully designed program of manage- 
ment engineering to save 20 per cent. of 
management’s expenditure on labor and 
expense per unit of output. 

Such an objective requires the exist- 
ence of a good relationship between 
management and labor, and in addition 
the willingness of management to pass 
part of the savings on to labor. Further, it 
pre-supposes that an effective program of 
management engineering is not yet in ex- 
istence. 

This condition of industrial ineff- 
ciency cannot be pinned on labor. It has 
been our experience and that of com- 





Higher Business Profits 
Declared Inadequate 


In an analysis based on Depart- 
ment of Commerce figures, the 
NAM recently pointed out that of 
the $28 billion of corporate. profits, 
federal and state corporate income 
taxes take $11,200 million. About 
$6,200 million are paid out in divi- 
dends, leaving $10,600 million of 
retained earnings, which is inade- 
quate to finance the current expan- 
Sion. 

“Department of Commerce data 
indicate that business expenditures 
for producers equipment, and in- 
dustrial and business construction 
have been running at an annual rate 
between 20 and 25 billion dollars,” 
the association commented. 











petent professional and staff engineers 
whom we have questioned, that labor is 
willing and does cooperate to reduce 
labor per unit of work, that most of the 
laxity is due to management’s underesti- 
mating the ability of labor, properly ap- 
proached and rewarded, to cooperate. 


Two APPROACHES 


Reduction of labor and expense per 
unit of output can take two ptoductive 
forms: 


1. You may hold output at present 
levels and cut your labor and expense. 

2. You may retain the same number 
of man-hours and expense level, and in- 
crease production above present levels. 


Let us use our cost system to measure 
the profit impact of these two methods. 

The cost system we have used for this 
illustration (Exhibits A & B), is a vari- 
able cost system, in which all costs are 
broken into fixed and variable elements 
by graphic analysis. (For a further dis- 
cussion of our technique see Profit to 
Volume Control in the “Cost Account- 
ant’s Handbook.) In this manner we 
may see at once those costs which vary as 
a direct result of volume change (vari- 
able costs); and those costs which re- 
main the same despite changed volume 
(fixed). 

Let us assume that the mythical Stand- 
ard Company has an annual net sales of 
$1,000,000. At this point, path 1 on Ex- 
hibit A, profits before tax are $50,000. 

Fixed expense (the portion of manu- 
facturing, selling, general and adminis- 
trative expense which does not vary with 
volume) is $150,000, with a break-even 
point at $750,000 of sales. 

The Margin of Safety is 25 per cent. 
This means that one fourth of the pres- 
ent sales volume is above the break-even 
point. This is slim insulation from a loss 
position. 


A breakdown of the elements resulting 
in this picture are as follows: 


EXHIBIT A—PATH 1 


Net Sales $1,000,000 a 
Variable Labor and Ex- 
pense 300,000 b 


Material 500,000 c 


200,000 d (a-b &c 


Marginal Income $ 
Fixed 150,000 e 


Profit Before Tax $ 50,000 f (d-e) 
Ake 


Margin of Safety 25% f/d 


The cost of the material going into 
the product, and the variable labor and 
expense are deducted from the net sales, 
resulting in Marginal Income. After 
meeting fixed expenses, $50,000 of 
Marginal Income remains for profit be- 
fore tax. 

Now let us review the profit impact of 
eliminating our Margin of Inefhciency, 
which we shall assume to be 20 per cent. 
of labor and expense. 

The results are tabulated in Exhibit A. 

Note that with the same sales we now 
have labor and expense of $240,000. 
With material cost and fixed expense un- 
changed, the Marginal Income has in- 
creased to $110,000. The Margin of 
Safety has moved to the much safer posi- 
tion of 42 per cent. 

Our reduction in labor and expense in 
this case doubled profits and gave the 
company a safer position in case of de- 
clining sales volume. 


PRODUCTION INCREASED 


Let us now look at the beneficial ef- 
fects of using the labor and expense po- 
tential in the production of greater vol- 
ume. 

A reduction of 20 per cent. in the 
labor and expense dollar per unit of pro- 
duction means that the same number of 
labor and expense dollars can produce a 
unit output, 25 per cent. greater. 


EXHIBIT A 





Path 1 








ie Path “3 Change 
Net Sales $1,000,000 $1,000,000 
Variable Labor and Expense 240,000 300,000 $60,000 
Material 500,000 500,000 
Marginal Income $ 260,000 $ 200,000 $60,000 
Fixed 150,000 150,000 
Profit Before Tax $ 110,000 $ 50,000 $60,000 
Margin of Safety 42% 25% 17% 
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The labor and expense reduction is should go to labor, the scope of the sub- 
translated into additional production as ject is beyond this article. Certainly there Foreien Trade Penelits 
follows: is enough for a substantial increase with ) 
At the time of the enactment of the 
Exutpit B Revenue Act of 1942, Latin America 
was about the only foreign territory in 
= hich d ie Apt SE pegs 

= a which domestically organized corpora- 

Path 3 Path 1 Change tions could operate Ph 2 po sn 

a S 5 2 at that time the good neighbor policy 

JRO 19 y) & ‘ 

Net Sale Ss $1,250,000 $1,000,000 $250,000 was blooming and it may be that it was 
Variable Labor and Expense 300,000 300,000 felt unwise to actually poach upon the 
ing Material 625,000 500,000 125,000 tax preserves of Latin American coun- 

, tries by insisting that domestic companies 

Marginal Income § 325,000 $ 200,000 $125,000 which operate there pay the full United 

ip e x States rate of tax upon the income earned 

Fixed 150,000 150,000 in such Latin American companies. 

The war has now been over for many 

Profit Before Tax $ 175,000 $ 50,000 $125,000 months. The world is small and is con- 

stantly shrinking. Our good neighbors 

Margin of Safety 549 25% 294 are now not only those in Latin America 

but also those in the countries of the rest 
&C of the world. Congress should encourage 
It will be noted that net sales are now some to spare. In the above examples, —— Nant ee the sory of goods 
$1,250,000 with the material cost in- labor is providing for its own increases. pay ha ioe edigcbiticn opie? nited States 
itil ae ‘ghee sais j and all other countries of the world, and 
creasing directly with the change in sales In addition to greater output per unit it is so doing by its reciprocal trade pro- 
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ter Fixed labor and expense remains the ings per unit of production that apply di- proved. 
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sis do not vary during a normal range of same man-hours of labor, all additional fits accorded to Western Hemisphere 
of luctive activity.” or je ae f cm : ‘ [rade Corporations to what might be de- 
ms produc : yo production above out-of-pocket expense scribed as another class of taxpayers 
cy, Profit before tax 1S NOW $175,000. Ap- goes directly to profit. u hose operations might be worldwide 
nt. plying our potential increase in efficiency This is the type of program that has its outside the United States which might be 
in the direction of greater sales has more feet on the ground. The objective is known simply as Foreign Trade Corpo- 
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Replacement Reserves: 


An Engvineer’s View 
- 


By C. J. Scuwincxe, Vice-President, American Appraisal Company 


The subject of reserves for replacement 
is being widely discussed and is receiving 
critical attention from well known repre- 
sentatives of the accounting profession as 
well as management. Since I am associated 
with an appraisal company, I would like 
to make clear my intention to limit my 
views to those which concern the partici- 
pation of the engineer. 

The purchasing value of the dollar is 
now lower than at any time since 1914. It 
is almost 40 per cent. lower than 1940. 
Our national debt is at an all-time high 
and there seems every reason to believe 
that the Marshall Plan in some form will 
be adopted. None of these indications 
support prospects for low prices in the 
immediate future. Beyond that, certainly 
no one knows. 

Building costs are more than double 
1940 and it seems safe to say that equip- 
ment has increased over 50 per cent. In 
many cases, increases are even greater due 
to the added costs in obtaining scarce ma- 
terials, qualified labor, overtime, and 
other similar factors. 

Management is concerned, and has ex- 
pressed itself many times, that its depre- 
ciation charges reflecting the exhaustion 
of its assets are based on cost levels much 
lower than those prevailing for new ac- 
quisitions and replacements. It is con- 
tended that the profits are overstated to 
the extent of this deficiency and that ei- 
ther appropriations from earnings or ad- 
ditional depreciation recognition be given 
to the decreased value of the dollar. Not 
difficult to recognize is the logic on which 
these people rest their case, namely, that it 
is property and not book dollars that 
should be included in costs and provi- 
sions. 

It has also been quite widely recog- 
nized that inventory costing on the LIFO 
basis is a realistic approach insofar as in- 
ventories are concerned. The proponents 
of replacement reserves argue that some 
inconsistency exists where inventories are 
considered on the LIFO basis and fixed 
assets restricted to cost consideration in- 
sofar as depreciation is concerned. 

My own work in connection with prop- 
erty valuation and depreciation has 
brought me into close association with 
accountants for a number of years and 
unquestionably has influenced the direc- 
tion of my thinking. I may be in error, 
but speaking as one who is not an ac- 
countant, I confess difficulty in reconcil- 


ing myself to stating fixed assets at ap- 
praised values on the balance sheet. On 
the other hand, it would seem that in 
many circumstances, the value of a finan- 
cial report would be enhanced if a state- 
ment of appraised values were appended 
as a footnote or in the explanatory sec- 
tion. Fully amortized emergency facili- 
ties, fully depreciated assets, second-hand 
putchases and other factors may exist to 
such an extent that stated costs do not 
portray the extent of the facilities ex- 
pressed money-wise. 

Similarly, depreciation reserve, although 
necessarily expressed on a straight-line 
basis for book purposes, may not mirror 
the true condition or utility of the plant. 


ANNUAL APPROPRIATIONS 


The Committee on Accounting Proce- 
dure of the American Institute of Ac- 
countants has issued a statement support- 
ing the action of management in making 
annual appropriations of net income or 
surplus to recognize replacements at pres- 
ently prevailing higher price levels. As 
to how this will be reflected or treated 
in the accounts is currently the subject of 
much discussion and being an engineer, I 
do not propose, and am not qualified, to 
enter into the discussion. In my own case, 
if ordinary budgetary thinking is applied 
to the necessary replacement of my auto- 
mobile, I find that annual amounts re- 
served for depreciation based on cost 
leave me with insufficient funds to ac- 
quire a new car. Since I need the car, it is 
necessary to appropriate funds which 
might otherwise be used for semi-luxury 
purposes. Perhaps this analogy illustrates 
the need for withholding some funds 
otherwise available for dividends in or- 
der to keep the industrial machine func- 
tioning. If I did not do this and con- 
tinued on a cost basis for my car, it might 
require borrowing on the outside and so 
might industry. 

Since depreciation dollars do, or 
should, represent plant exhaustion costs, 
it is obvious that they are understated to 
the extent that they are predicated on 
cost, if the latter includes acquisitions 
during years in which relatively lower 
price levels obtained. What is being ex- 
hausted is property and the required re- 
placements to maintain that property are 
not provided unless some consideration is 
given to the economic dollar. The situa- 
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tion with fixed assets is not far removed 
from the problem of inventory, for which 
the LIFO principle recognizes about the 
same problem and corrects it. 

You are familiar with the action taken 
by Crane Company, Libbey-Owens-Ford, 
U. S. Steel, and others as to appropria- 
tions from earnings to help meet the 
problem. 

In Socony-Vacuum’s letter to its stock- 
holders dated December 15, 1947, the 
company has tersely expressed itself with 
reference to the dollar increase in earn- 
ings over the preceding period. The state- 
ment reads: 

“Unless fully understood, there appears 
to be a large increase. In fact, however, 
because of the effect of inflation, the 
figures, though arithmetically correct, re- 
quire interpretation. For example, depre- 
ciation reserves based as they are on origi- 
nal costs of plant, are grossly inadequate 
to replace that plant at today’s costs, 
which are 50 to 200 per cent. higher than 
pre-war.” 

Actions already taken, together with 
expressions of management opinion, 
strongly evidence that recognition of the 
economic dollar as its effects depreciation 
and replacements is receiving serious 
thought and study. 

For tax purposes, the old rules still 
apply,—providing for depreciation on 
cost. From all that can be forecast in the 
foreseeable future, this will continue with 
possibly some liberalization in the Bu- 
reau’s attitude towards depreciation al- 
lowances. 

In the earlier opinions on the replace- 
ment reserve problem, some doubts were 
expressed with reference to Section 102, 
having to do with reasonable accumula- 
tion of surplus or retention of earnings. 
The Bureau press service notice dated De- 
cember 5, 1947, seems to clear up this 
point to the extent that it specifically 
mentions expansion of facilities and that 
the withholding be a reasonable require- 
ment of the business. It would seem that 
any appropriations required to continue 
the physical property could hardly be 
termed unreasonable. 

The manner in which the appropria- 
tions or provisions are treated on the 
books and in published statements is 4 
problem for the accountant. Mr. George 
O. May, in the December issue of the 
“Journal of Accountancy” argues, with 
the force of pretty clear logic, for some 
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version of the LIFO principle concerning 
fixed assets and suggests inconsistency 
where inventories are valued on this basis 
and fixed assets and depreciation are com- 
puted simply on the basis of prior years’ 
costs. Mr. May questions whether the spe- 
cial statement by the American Institute 
of Accountants’ Committee on Account- 
ing Procedure, as contained in the Octo- 
er 1947, issue of the same magazine, 
meets the needs. 

It would seem to me that the problem 
resolves itself into two phases, one relat- 
ing to the accounting consideration and 
application, and the other to the engi- 
neering or property facts which may be 
reflected in whole or in part, depending 
upon accounting and management judg- 
ment. 


PROPERTY RECORDS 


Any problem which has to do with ac- 
counting questions as they relate to prop- 
erty is best solved when detailed property 
records are available. If these records are 
on hand for both insurance and tax pur- 
poses, adjustments to depreciation based 
on cost to recognize the current condition 
can be determined. 

Detailed property records are some- 
times considered costly and cumbersome 
but my experience fails to support this 
viewpoint. Adequate fire insurance alone, 
not only for insurance placement but for 
assistance in proof of loss, justifies their 
preparation and upkeep. 

If depreciation or appropriations are to 
be predicated on costs of replacement, it 
is suggested that these be examined for 
such corrections as might properly be rec- 
ognized as distinguished from insurance 
application. Insurance coverage is usually 
based on cost of reproduction less depre- 
ciation and does not recognize obsoles- 
cence or utility to the extent they might 
govern in considering depreciation or any 
problem relating to replacement reserves. 

There may exist semi-obsolete portions 
of the plant, excess facilities, and also 
construction of a nature which would not 
be replaced in the same form or type. A 
recent instance under co-insurance in- 
volved extensive piping and wiring in- 
stallations, and several furnaces, all out 
of use for some years. This property was 
considered as insurable under the blanket 
co-insurance form, but there would hardly 
be any need to provide for any replace- 
ments. A second case might be cited 
where buildings had extremely thick brick 
walls with wood framing and their re- 
placement in modern construction would 
be at a much lower cost. Here again the 
insurance measurement would be mislead- 
ing. 

There are good and sufficient reasons 
for the insurance approach to these mat- 
ters which I am sure can be readily under- 
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stood. Among others, partial losses must 
many times be replaced so as to “'tie-in”’ 
with the remaining property. 

Insurance in the majority of plants 
covers all plant property without regard 
to how it might have been treated on the 
books. In so doing, it included many 
items quite properly replaced through ex- 
pense. Since this property is ordinarily of 
short life and constantly acquired and re- 
placed through the expense medium, 
there is no need of embracing it within 
any special appropriation or reserve. 

Obsolescence might be illustrated by 
an old type ammonia compressor operat- 
ing, as most old compressors do, at ex- 
tremely low speeds. The function of the 
compressor is to produce refrigeration 
tonnage which can be obtained in a new 
machine costing substantially less, be- 
cause the new unit operates at several 
times the speed of the old and is there- 
fore much smaller. 

Since the subject of replacement re- 
serves has become so active, I have had 
occasion to appreciate even more the fa- 
cility with which detailed records can be 
used. I am frank to concede that, in many 
instances, it has been necessary to use less 
refined basic data where called upon to 
submit information a few weeks in ad- 
vance of the close of the fiscal year. In 
one matter where detailed records were 
available and, equally important, had 
been maintained, (which unfortunately is 
not always the case) it required just about 
a week to determine the cost of reproduc- 
tion. It was possible also to eliminate ex- 
cess and obsolete or semi-obsolete prop- 
erty. Several departments involving im- 
portant costs, practically at the end of their 
useful life, were excluded. 

It is not the intention to convey the 
implication that cost of reproduction for 
this purpose can be determined to pin- 
point accuracy but it is urged that these 
factors be recognized. With good rec- 
ords, there seems to be no good reason 
why they should not be examined and un- 
usual conditions reflected accordingly. 

In the absence of detailed information 
on cost of replacement, trends, based 
upon average price changes, are helpful. 
They must, however, be used with care 
and judgment to avoid error. Acceptance 
of the published broad price fluctuation 
curves, particularly on equipment, may 
produce inaccurate results, as under ordi- 
nary circumstances, both the nature of the 
facilities and the locality vary. 


UNRECORDED RETIREMENTS 


If only totals by year of acquisition are 
available, important discrepancies may 
result because of unrecorded retirements. 
I have seen cases where inspection justi- 
fied elimination of 30 per cent. of the 
total. This developed not only because of 
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the absence of prior physical checks but 
also because the books did not show costs 
in sufficient detail to recognize on actual 
check or inventory. 

Property acquired second-hand or re- 
flected at written down amounts does not 
lend itself to accurate trending for the 
purpose under review. 

My comments concerning trends are 
not intended to condemn this approach as 
in many cases it is imperative that an ap- 
proximate answer be obtained promptly 
and there is not sufficient time for detailed 
inventory. I mention the hazards because 
it is believed that if the possibility of 
their existence is understood, they can 
often be recognized through broad judg- 
ment or at least the results considered 
with full knowledge of the limitations. 


Goop REcorps EssENTIAL 


I am sorry to find it necessary to lay 
stress on good records, but long experi- 
ence with property problems, using good 
and bad records, prompts the suggestion 
that property be recorded with some sem- 
blance of the same standards set for the 
remainder of the accounts. 

Replacements are made for all used 
and useful property regardless of whether 
the book records show them as fully de- 
preciated or as fully amortized emergency 
facilities or whether they have been 
charged to expense. A good property rec- 
ord reflects all of the plant assets and it 
would seem that if the provision is to rec- 
ognize all subject to long term renewal, 
they should be included in the base. 

Once the replacement base has been 
obtained, the next step is the application 
of equitable depreciation rates or lives. 
Here again, even if good records are 
available, several problems may present 
themselves. If the rate has been reduced 
because of excessive depreciation in prior 
years, it should be adjusted to normal. 
This condition occurs in many cases 
where excessive appreciation provisions 
were taken in the earlier years and ad- 
justments in rates made by the Bureau to 
spread the unrecovered balance over the 
average future property life. This adjust- 
ment might also be necessary even where 
item lives are followed. 

Whatever be the accounting treatment, 
it would seem also that any concern 
should know the cost of doing business, 
and the replacement of its plant is fully a 
part of the cost. Similar reasoning can 
hardly be avoided in the pricing of prod- 
ucts or departmental costs. I do not mean 
to say that cost makes price, but certainly 
in many industries every effort is made to 
maintain some relation or knowledge of 
4. 

I think current costs of replacement are 
important in the consideration of both, 
and the facts necessary for either are 
worthy of pursuit. 








Accounting and the National Economy 


Considerable interest is “in the air’ on 
the broad subject of the relationship of 
accounting to the national economy, if 
current discussions in numerous publica- 
tions are a proper criteria. Articles bear- 
ing on various phases of the social, eco- 
nomic, or professional responsibilities of 
accounting have appeared recently in 
numerous professional journals and busi- 
ness papers. 

Two extremely important suggestive 
questions are immediately raised by the 
title of this paper: 

First: Accounting’s relationship to the na- 
tional economy FOR WHAT? And, 


Second: Accounting’s relationship TO 
WHOM in the national economy? 


In a group of fifty accountants, no less 
than fifty different answers would be 
forthcoming. Some would even dispute 
over the degree of relationship. But there 
is at least one thing of which we can be 
definitely sure: Whatever the relationship 
was yesterday, whatever the relationship 
is today, the relationship will be different 
tomorrow. 

Economists point out that our indus- 
trial capitalistic system has fundamental 
obligations to three broad groups or ele- 
ments in our social and economic fabric. 
These three broad groups to whom ‘the 
industrial system has obligations, are: 

1. The consumers and/or to the public 

2. The investors (stockholders and other 

creditors) 

3. The employees or the workers. 


HISTORICAL BACKGROUND 


Regardless of our immediate conclu- 
sions as to “for what’? and “to whom,” 
we can obtain a better understanding of 
current problems of relationship by first 
reviewing previous periods of our eco- 
nomic life history. 

The relative merits of different eco- 
nomic systems may be judged by the 
standards of living they give their mem- 
bers. Under the so-called free enterprise 
system of private property and competi- 
tion, the United States became the rich- 
est nation in the world. Through such 
economic system we developed the great- 
est per capita income known to civiliza- 
tion. If this is so, why, then, has the 
United States been moving away from 
free enterprise toward a scheme of 
planned economy? 

A study of the development of eco- 
nomics shows that periods of free enter- 
prise have given away to periods of con- 
trol. In turn, controlled economies were 
discarded for freer systems. There are a 
number of possible reasons why con- 
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trolled economies are adopted even 
though they never prove successful: 
1. The desire for power 
2. The notion that someone, other than 
ourself, is responsible for our welfare 
3. The desire for security. 


The desire for power: There is the de- 
sire for power by the king, the emperor, 
the commander, the general, or the bu- 
reau heads. The greater amount of au- 
thority exercised, the more business they 
do. The more people under their control, 
the greater income they have. The bigger 
the army they have, the more important 
they feel or the more handsomely they 
live. 

This desire for power permeates down 
the line to various economic classes or 
groups. Each class or group endeavors to 
gain at the expense of others. These 
groups may be cities, or armies, or nobles, 
or labor unions, or landlords, or mer- 
chants, or even public accountants. They 
want controls established so as to give 
them more power, more prestige, more 
authority, or more income. 

Individuals not. responsible for their 
own welfare: There is the idea that we 
are not individually responsible for our 
well-being, but that the responsibility 
rests on someone who should help and 
protect us. In the more distant past, it 
was felt that this responsibility rested 
upon the local landlord, the noble, the 
king, or the emperor. More recently, 
various groups have placed this responsi- 
bility upon “business,” the city, or the 
state. If someone is to shield, protect, and 
guard the individual, it is evident that 
this ““someone’’ must exercise control. 

In recent years many persons felt that 
government was responsible for the wel- 
fare of its citizens. In view of this opin- 
ion, laws are passed requiring or allowing 
the regulation of prices of certain prod- 
ucts or services. Laws are enacted giving 
sellers permission to set and maintain re- 


sale prices of their products. We have 
laws attempting to give security to one 
class and protection to another. Business 
comes to believe that it should have a cer- 
tain percentage return on sales or invest- 
ment. Labor thinks it should work only 
a certain number of hours per day or 
week, or produce only so many pieces or 
tons per day. 

Such ideas of various groups result in 
a multiplication of the number of laws, 
commissions, regulating boards, regula- 
tions, and rules. Soon, it is discovered 
that each law or regulation requires other 
laws, or regulations, or interpretations, to 
make it effective. Means of avoiding or 
circumventing rules are soon found, so 
more rules or regulations or laws have to 
be issued to “close up the gaps.” In time 
there are so many rules, regulations, and 
controls that progress is seriously im- 
peded and may be completely stopped. 

The desire for security: As soon as a 
group or class has established itself, it 
wants to make itself secure by limiting 
competition. It lobbies and fights for gov- 
ernment protection or other control. Man- 
ufacturing interests strive for high tariffs. 
Professional men demand higher educa- 
tional requirements for entry into the 
profession hoping that the higher te- 
quirements will limit the number of en- 
trants. Business men become established 
and try to curtail competition by limiting 
opportunities for newcomers to enter the 
field. Laborers organize into unions and, 
limiting the admission of new workers, 
restrict the opportunity of learning their 
trade. The establishment of state milk 
boards to raise the price of milk is ob- 
tained by the dairy interests, and they 
get laws enacted placing high taxes on 
butter substitutes. 

And so it goes, with government bu- 
reaus asking (or demanding) larger ap- 
propriations in order that they can regu- 
late more matters or perform more 





to serve as a guide. . . 





TODAY’S AND TOMORROW'S CHALLENGE 


Accounting responsibilities today have great recognition and equal social 
significance. The role of the accountant, broadening continually, is “extending 
into unexplored directions,” in the words of Dr. Baker, but “neither accounting 
nor accountants can act, or should attempt to act, as a regulator of economic 
activity. Accounting’s role in the national economy,” the author points out, “is 
.” There is vast responsibility in this role, however, to 
stockholders, customers, and employees. As to the future—well, concludes Dr. 
Baker, ‘you ain’t seen nothin’ yet!” Controllers should gain mutual stimulation 
from these observations by Dr. Baker, a former corporate controller, who is asso- 
ciate professor of economics arid commerce at the University of Chattanooga. 


—THE EDITORS 
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services. And our legislatures oblige by 
passing more laws to regulate more and 
more operations and to regulate them in 
more detail. 

Although American business men cry 
for the preservation of our economic sys- 
tem of free enterprise, at the same time 
business groups strive for controls pro- 
tecting their own positions. The advan- 
tages of free enterprise are seen by busi- 
ness men. They want free enterprise for 
everyone else but themselves. They want 
free enterprise to keep the economic sys- 
tem rolling at top speed and full effi- 
ciency, but for themselves as a group 
they want some protection by law, board, 
or government commission. 


CHANGING ECONOMIC AND SOCIAL 
CONCEPTS 


The evolution of our economic system, 
with the oscillating concepts of its pur- 
poses and objectives, has brought forth 
a host of problems peculiar to the present 
combination of circumstances and condi- 
tions. Accounting has been playing a lead- 
ing role and is destined to play an even 
greater role in the future in the solutions 
of this host of economic problems. 

The essential nature of our early mar- 
ket economy consisted of economic activ- 
ity carried on by individuals. The bar- 
gaining between individual buyers and 
sellers would bring about an adjustment 
of economic interest between them. But 
conditions of even as short a period of 
fifty years ago are not those of today. 

In a complex exchange economy such 
as ours of the present day, most of what 
the people pel is sold or traded for a 
variety of other things. It has been esti- 
mated that on the average, individuals 
consume less than 10 per cent. of what 
they themselves produce. The remaining 
90 per cent. is sold or traded for other 
goods and services. This means that the 
exchange mechanism of our economy 
(that is, the market) has grown in im- 
portance from near zero to at least 90 per 
cent. in a short period of time. 

Business units grew from small indi- 
vidually owned establishments into big 
business or large scale industrial concerns. 
With the growth of the corporate form 
of business organization, in the last hun- 
dred years, various groups of conflicting 
interest developed within it. The market 
could no longer make a distinction be- 
tween those interests within the enterprise 
itself as the corporation became larger 
and more complex in organization and 
activities. 

Under the corporate form of business 
Organization, the stockholders are the 
owners of the enterprise. In theory, as 
owners, the stockholders are entitled to 
direct all policies and to control all activi- 
ties of the business. Theoretically, the 
stockholders elect a small group of repre- 
Sentatives, called a board of directors, 
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which board of directors as representa- 
tives of the owners, legally exercises the 
powers of direction and control. Again 
theoretically, in turn, the board of direc- 
tors selects the actual managers (officers) 
to perform the day to day work of man- 
agement of the enterprise in carrying 
out the policies of the stockholders 
(owners). And finally, the managers en- 
gage the employees who perform the 
physical and mental effort necessary tor 
the attainment of the enterprise’s objec- 
tives. 


ACCOUNTING’S RESPONSIBILITY TO 
STOCKHOLDERS 


As a matter of hard fact, something 
different from theory is actually taking 
place. Stockholders in many instances, be- 
cause they are sO numerous and scattered 
over a wide area, have been almost en- 
tirely excluded from effective participa- 
tion in the control of the modern corpo- 
ration. 

It is obviously impossible to assemble 
in one place, at a time agreeable to all, 
the 700,000 stockholders of American 
Telephone and Telegraph Company. 
What effective control can the 430,000 
owners of General Motors have over the 
company’s affairs? The 228,000 owners 
of United States Steel Corporation are in 
no better position to control effectively 
the activities of the enterprise. 

In fact, few stockholders of the larger 
corporations ever think of themselves as 
owners. Even when they are no larger 
than a corporal’s guard, stockholders com- 
monly consider themselves as investors. 
And as investors, their chief concern is 
the rate of return. There is no feeling of 
being an enterpriser (owner) whose re- 
ward (amount of profit) depends upon 
efficiently rendering desirable economic 
services to his fellow men. 

The breakdown of effective  stock- 
holders’ control has led to a breakdown 
in control by corporate directors, so that 
in effect directors have come to be se- 
lected by officers of the company. As a 
matter of reality, then, the board of di- 
rectors has become ‘‘a rubber stamp” for 
the managers (officers) of the company. 
Power of direction and control which 
rightfully belongs in the hands of owners 
(stockholders) and delegated by them to 
their representatives (board of directors) 
has been concentrated in the hands of the 
managers (officers). 

The manner in which the accounts of 
a large corporation are kept is of vital 
interest to the owners (stockholders) as 
well as to creditors. From the larger point 
of view of society (for a corporation with 
700,000 stockholders is a large “‘society’’) , 
the manner in which the company keeps 
its records is a matter of vital public 
concern. It is of public concern to the 
present stockholders as well as to po- 
tential stockholders. If in no other sense 
of the term, the corporation is affected 
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with a public interest for a large group of 
actual or potential stockholders. There is 
no need to remind you of the activities of 
the Securities and Exchange Commission 
or of the various stock exchanges in this 
connection. 

When we were first confronted with 
industries whose activities and operations 
appeared to require price regulation to 
protect the public, a large new area of 
public control was opened up. Public 
utilities, or business enterprises affected 
with a public interest, have been subject 
to government regulation for some time. 
The railroad was one of the first indus- 
tries to attain a vantage ground that was 
inimical to the public interest. Large ship- 
pers were able to secure lower rates, re- 
bates, special allocation of cars, and other 
favors. In regions where one line pro- 
vided the only means of transportation, 
railroads charged all the traffc would 
bear in order to make up revenues lost 
in competitive territory. 

Widening our view to include all our 
so-called public utilities there appeared 
sharp conflicts of interest, on the one 
hand betweeen owners and customers, 
and on the other between different groups 
or categories of customers. Something was 
needed to provide justice between the 
owners and the customers of public utili- 
ties, and to prevent discrimination be- 
tween different customers. The usual 
immediate and practical problem of pro- 
viding justice (that is, the problem of 
regulation) was the setting and enforcing 
of reasonable rates. 

From the start regulating commissions 
have been dependent upon accounting for 
the answers. In exercising their rate mak- 
ing powers and the determination of a 
fair and reasonable return upon a fair 
and reasonable value, the regulating com- 
missions have been greatly concerned 
with the valuation of properties used by 
the utility—that is, concerned with asset 
values. The question of asset valuation 
leads immediately into that highly con- 
troversial group of related questions, such 
as goodwill, obsolescence, depreciation, 
intangible assets, capitalization or expens- 
ing of certain items, and so on. Then 
there is the necessity of developing figures 
showing earnings, fixed charges, stock 
outstanding, bonds issued, floating debt, 
and such. In a majority of instances the 
commissions have gone so far as to pre- 
scribe uniform accounting systems and 
classifications. 

The words ‘reasonable’ and “fair” 
cover an almighty expanse of territory. 
Our idea of what is reasonable depends 
upon the location of our base line—that 
is, the point from which the measurement 
is made. What would be considered as 
reasonable when measured from one base 
point might well be considered as un- 
reasonable if measured from a different 
location. 

Every business enterprise, public or 
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private, is concerned with the valuation 
of assets. This concern arises from the 
desirability of properly costing production 
or services and from the necessity of pro- 
viding funds to replace low cost assets 
with present inflated value assets. 

In the case of a public utility, for ex- 
ample, under the reproduction cost 
theory, changes in the values of assets in 
use arising from external causes (such as 
changes in the general price level) would 
be included in the rate base. The inclu- 
sion of the increased values in the rate 
base would give the stockholders a higher 
income. Contrariwise, a decrease in asset 
values would lower the rate base so that 
stockholders would receive a lower income. 

On the other hand, under the original 
cost theory, consumers would benefit 
when the general price level rises by 
continuing to receive service at rates de- 
termined when assets were at a lower cost. 
Conversely, consumers would continue to 
pay rates based on the original cost of 
assets even when replacement cost has de- 
clined. 

Accounting in the industrial and com- 
mercial fields, as a rule, still follows the 
traditional hide-bound practice of work- 
ing from the original cost base. As a re- 
sult, to mention only two examples, much 
production is undercosted and inadequate 
depreciation is provided to make replace- 
ments at current inflated values. 

Two fairly common instances come to 
mind at the present writing. There is the 
case of assets which have been fully de- 
preciated, but still useful and used in the 
business. Again, there is that group of 
assets purchased from the government at 
nominal cost. 

It follows, then, that in terms of pres- 
ent monetary purchasing power an inac- 
curate profit figure is presented to the 
owners, to the public, and to the em- 
ployees. Income is stated in present in- 
flated dollar figures, but only a part of the 
expenses are stated in comparable inflated 
dollar figures. The remainder of the ex- 
penses (e.g., depreciation) is computed 
on original cost or omitted entirely for 
useful but fully depreciated assets. 

The role of accounting and the re- 
sponsibility of the accountant is becoming 
greater in the affairs of current economic 
life. 

Heretofore, the accountant has con- 
sidered himself responsible primarily to 
the owners and only secondarily to the 
public as represented by the government. 
The typical accountant, especially the pub- 
lic accountant, felt his responsibilities had 
been completely discharged when follow- 
ing “accepted accounting principles con- 
sistently maintained” in the determination 
of profits. Now, to use a trite phrase, 
“something new has been added.” 

A shift in social emphasis has turned 
the spot-light upon an interesting al- 
though an old problem: the remuneration 
of employees. From certain quarters 
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comes a demand for guaranteed annual 
wages and many proposals are advanced 
for various types of profit sharing, 
bonuses, retirement funds, welfare funds, 
and the like. The successful operation of 
many of the new proposals rests upon 
the concern’s profits. All of this places 
additional responsibility upon accounting 
and in a direction heretofore unassumed. 

Of course, it is true that in many com- 
panies, small groups of employees have 
received bonuses and other extra pay- 
ments. But such payments were relatively 
easy to calculate and verify by the inter- 
ested employees inasmuch as many of 
these extra payments were commonly 
based on units of goods or dollar amount 
of sales. 

Such bonuses or commissions were not 
dependent upon or derived from the 
amount of the concern’s profit. The pay- 
ments were due the employees regardless 
of the amount of net profit. Only in a 
few instances, in the highest tier of man- 
agement, has total remuneration been 
linked directly with net profits. 

Profit sharing, in its many variant 
forms, when extended plant wide, will 
really place the load on the shoulders of 
accounting. Accounting will have at the 
very least two responsibilities to em- 
ployees: 

1. To see that all employees receive the 

payments to which they are entitled. 

2. To convince the employees, or the em- 
ployees’ representatives, that there have 
been no shenanigans in establishing the 
base figure on which their total remun- 
eration is computed. 


The second will be the more difficult 
of the two. An indication of accounting’s 
rough and rocky road into this new terri- 
tory has recently been published. A 
study issued in April, 1947, by The Con- 
trollership Foundation, Inc., points out: 

1. “That the public has an erroneous im- 
pression of the amount of profit made 
by business firms. 

2. “That, in spite of certified audits and 
all the safeguards imposed by Federal 
and State laws, and by the regulations 
of the Securities Exchanges, a substan- 
tial percentage of the public distrusts 
the financial statements of business.” 


As an illustrative example, almost half 
of the people interviewed by the Opinion 
Research Corporation as the basis of this 
study thought that most companies actu- 
ally make more profit than they report. 
The study likewise points out that 37 per 
cent. of the manual workers interviewed 
believed business as a whole was making 
tco much profit. ““When people are asked 
to name the ‘per cent. net profit that 
business generally makes today,’ their 
answers vaty widely but the average 
(median) figure named is 25 per cent.” 

This study also points out that a large 
percentage of the population do not be- 
lieve the figures put out by business or 
else they have a great suspicion of their 
trustworthiness. Accounting and account- 


ants must make their reports and financial 
statements more believable, more under- 
standable, and more interesting. 

There is no reason to presume that 
employees of any specific firm would vary 
substantially from a cross section of the 
general public on which the Foundation’s 
study was based. In fact, when employees 
have a direct interest and immediate stake 
in the profit figure of the firm, they are 
likely to be more suspicious and critical 
than the general public. Certainly, the 
Foundation is correct in pointing out that 
“the journalism of business accounting 
is doing an unsatisfactory job with the 
public and is badly in need of imaginative 
thought and invention.” 

The responsibilities of accounting are 
becoming heavier and are extending into 
unexplored directions. From a_ broad 
viewpoint, the total well-being of so- 
ciety may rest in a large measure upon the 
manner in which the fruits of our econ- 
omy are shared among the various claim- 
ants or economic groups. The specific ap- 


portionment of the economic income 


among the various claimants of society de- 
pends upon a multitude of economic fac- 
tors and social concepts over which ac- 
counting has no direct control. 

Neither accounting nor accountants can 
act, or should attempt to act, as a regu- 
lator of economic activity. Accounting’s 
role in the national economy is to serve 
as a guide by the proper display, analyza- 
tion, and interpretation of economic fact 
figures. In this role, there is responsi- 
bility to: 

1. The owners as an economic group 

2. The customers (or public) as an eco- 

nomic group 

3. The employees (workers) as an eco- 

nomic group. 


To the owners: A responsibility against 
the tactics of management, the vagaries of 
the public as represented by government, 
and the ill-conceived and_ ill-founded 
claims of employees. 

To the public: A responsibility to con- 
sumers (i.e., the public) against excessive 
or non-competitive prices or rates by 
owners and management, and the un- 
founded claims and attacks of employees. 

To the employees: A responsibility for 
the end figure on which the employee's 
economic welfare may depend. A pro- 
tection of the employees’ interests in op- 
position to owners and management in 
the concealment of pertinent informa- 
tion; against politicians in distortation of 
business facts for selfish political ends; 
and, against the public in receiving goods 
or services at less than economic cost. 

It would appear that in each case the 
responsibility applies to one group in op- 
position to the other two. But the total 
picture is a balancing of responsibilities 
to, and equal protection of, all groups. 

The accountant’s responsibilities may 
have been wide and heavy in the past. But 
the future, “you ain’t seen nothin’ yet!” 
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Forecasting Financial Requirements 


By S. C. Ketty, Western Auto Supply Company, Kansas City, Mo. 


In discussing the subject, ‘Forecasting 
Financial Requirements,’ I am assuming 
that we are considering the financial re- 
quirements for an already successfully 
operating company. My discussion will be 
restricted to the broad principles upon 
which such a forecast should be deter- 
mined and no attempt will be made to go 
into individual requirements of a particu- 
lar business. 

Expansion in successfully operating 
companies is normally either for a major 
increase in plant facilities through acquisi- 
tion or construction, or for an anticipated 
gradual expansion in sales through new 
territories, retail outlets, or merchandise 
lines which, in turn, may call for a 
gradual increase in present plant, ware- 
housing and other facilities. 

It is an important duty of management 
to have available to it at all times a fore- 
cast of financial requirements for at least 
five years ahead and preferably longer. 
Such forecasts should be revised yearly, in 
the light of added experience, for any re- 
visions in earlier planning and to correct 
estimates for changes in price trends, 
credit terms, and such. It takes consider- 
able time and work to prepare for an 
issue of securities, whether they are sold 
to the public or by private placement. 
Such financing cannot be done overnight. 
It cannot even be definitely planned for 
a particular year. Complete preparedness 
to take advantage of low interest rates in 
the bond market or a rising stock market 
for equity issues is essential. If your com- 
pany is a short term borrower or pledges 
accounts receivable or inventory, the pos- 
sible effect of recession or depression must 
be anticipated, as the banks may freeze up 
and this type of short term loan may,pot be 
available when it is badly needed. 

The only sound basis on which finan- 
cial requirements can be estimated is past 
experience. A company’s own past experi- 
ence is best of all, but if a comparatively 
new type of business is contemplated in 
the expansion program, then the past ex- 
perience of others in the same or similar 
line of business should be investigated. 
When I say past experience, I mean past 
experience revised and adjusted for pre- 
vailing conditions or such changes in 
conditions as may reasonably be antici- 
pated. 

Additional financing, as distinct from 
refunding, can be justified only if pro- 
portionately greater earnings are antici- 
pated. Therefore, the first step to take in 
estimating financial requirements is to 
project an earnings statement for at least 
five years, preferably longer, in which the 
best brains of the organization should 
forecast sales, operating costs and profits 


under the anticipated expansion program. 
The projected earnings must essentially 
be prepared before anything can be done 
on financial requirements, for the reason 
that, normally, a successsful business de- 
rives a considerable portion of its financial 
requirements from undistributed earnings. 
The projected earnings statement will not 
be entirely accurate since the cost of ad- 
ditional financing cannot be taken up, but 
this does not impair its value for the pur- 
pose of forecasting. 

Having completed the projected earn- 
ings statement, the next step is to make 
up by years an Application of Funds 
statement for ten years. At the present 
time experience during the war period is 
of rather doubtful value. Prewar experi- 
ence will be much more important. An 
Application of Funds statement is nothing 
more than an analysis of the variations oc- 
curring in the balance sheet items over a 
specified period of time. It shows earn- 
ings before dividends, dividends paid, 
and the earnings put back into the com- 
pany’s operations. Care should be taken 
to see that depreciation and amortization 
reserves or other reserves are handled in 
the Application of Funds statement to 
show funds provided and funds expended 
rather than using net figures. 





Decentralization Helps Big Business 


The trend toward decentraliza- 
tion should be most intriguing in 
both its economic and social impli- 
cations. 

1. With a wider geographic dis- 
tribution of industry, we are bound 
to have a more stable national econ- 
omy with a higher over-all standard 
of living. 

2. Labor disturbances are certain 
to be less. 

3. Improved social attitudes can- 
not help being reflected in better 
productivity and quality. 

4. Satisfied workers living natu- 
rally in clean communities will be 
a bulwark against the infiltration of 
non-American ideologies. 

5. Political sniping at Big Busi- 
ness will lose its sting as constitu- 
encies become better informed. 

Big Business on the whole is 
good business. This recognition of 
its social responsibility added to its 
splendid economic performance will 
help keep America strong and free 
from communistic taint. 


Don. G. Mitchell, President, 
Sylvania Electric Products, Inc. 
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In the case of a steadily expanding 
company under normal conditions, the 
Application of Funds statement will prob. 
ably show a steady increase in the various 
types of assets and liabilities throughout 
the years. Immediately below this Appli- 
cation of Funds statement show, by what- 
ever method is the most applicable for 
measuring your company’s growth, what 
that growth has been year by year. The 
key figures may probably be: 


(1) sales in money or units, preferably 
the latter, (2) number of customers, and 
(3) number of plants, warehouses or re- 
tail outlets. 


Annual purchases and annual payrolls 
should be shown and any other relatively 
large items that would appear to parallel 
the company’s growth. In this manner it 
is possible to relate the fluctuation in the 
assets and liabilities, as shown in the 
Application of Funds statement, to the 
growth which occurred in the business, as 
shown in the key figures just mentioned. _, 

Having now, as tools to work with, a 
projected earnings statement for five years 
ahead and the experience of your company 
during the past ten years, together with 
its effect on the various balance sheet 
items, the next step is to prepare pro- 
forma balance sheets for each year for at 
least five or more years in the future. In 
making up these projected balance sheets 
I suggest leaving the item of cash until 
last. Fill in anticipated accounts receivable 
on a basis of past experience of growth in 
your accounts receivable balances to the 
growth shown in the sales figures. Be 
careful, however, to include the effects of 
any anticipated change in sales terms ot 
cash discounts. On a basis of past inven- 
tory turnover figures project the inventory 
figures in relation to projected sales. On 
current assets it is important to keep in 
mind the adjustments that may be te- 
quired because of changes in price levels. 
The importance of this factor has been 
amply demonstrated in the immediate 
postwar period. 

Projecting Fixed Assets expenditures is 
probably the simplest job of all. Your 
engineering department or someone with 
appropriate experience can estimate what 
additional facilities are required and what 
they will cost to install. Undoubtedly you 
will have to provide for increases in de- 
ferred expenses such as insurance, travel 
advances and similar items, but these 
again can be estimated through watching 
the relationship of increase in these items 
to increasing sales volume or other factors, 
as indicated in the Application of Funds 
statement. 
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Turning to the liability side of the bal- 
ance sheet, the important item is current 
liabilities, principally trade accounts and 
notes payable. These can be closely re- 
lated to your estimated purchase figures of 
the future, based on a study of the ratio 
of increase in payables to purchases in 
past experience. Income tax reserves will 
relate themselves to the anticipated profits 


shown on the projected earnings state- - 


ment. Other forms of accruals can be re- 
lated to estimated payrolls, sales or other 
appropriate figures. The projected figures 
on funded debt or its equivalent will be 
controlled by whatever requirements are 
called for in existing indentures or agree- 
ments. The earned surplus account will 
be adjusted yearly to reflect the projected 
earnings less anticipated dividends. 

At this point we will go back to the 
cash item on the asset side of the balance 
sheet. The reason for leaving the cash un- 
til last is because estimated liabilities, and 
particularly trade accounts payable, have 
a distinct bearing on the minimum cash 
requirements. Minimum cash require- 
ments of different companies will vary 
greatly, even within the same type of in- 
dustry, but by and large the cash balance 
should be equivalent to at least the ac- 
counts payable for one month and may 
also need to cover some of the monthly 
accruals. Other factors must be considered 
in estimating minimum cash require- 
ments. If a large number of branch banks 
are maintained, it will be necessary to 
keep balances at these banks adequate to 
serve your branches for current expenses, 
etc., and at the same time sufficient to 
permit the banks to handle the account 
profitably. In addition to the branch bank 
accounts, which require a minimum bank 
deposit at all times, where short term 
borrowings are the practice of your com- 
pany and it is advisable to maintain an 
open line of credit with a group of banks, 
it is also necessary to maintain cash bal- 
ances currently in such banks. Overlook- 
ing this item might jeopardize the open 
line of credit. 

Having completed current asset and 
current liability items, check to see that 
the current assets ratio so arrived at con- 
forms to established standards or require- 
ments under indentures. 


= DETERMINING NEEDS 


Having thus projected all the items on 
the balance sheets, add the asset and the 
liability sides. If the assets total is less 
than the liabilities total, then the oper- 
ations have evidently provided all the cash 
needed in that particular year and the 
amount necessary to balance your assets 
and liabilities should be added to the item 
of cash on the asset side. If, however, the 
liability side of the projected balance 
sheet totals less than the assets, then the 
balancing figure should be filled in on 
the liability side with a temporary caption 


The Controller, April, 1948 


such as “‘projected cash needs.” This will 
be the amount of money needed at the 
end of each particular year. With a steady 
expansion program over a number of 
years, it is possible that in each succeed- 
ing year this figure will increase on the 
projected balance sheets, particularly if 
working capital is a major factor. 

I am assuming that the end of the fiscal 
or calendar year used is the logical one for 
the business, in which case, the probabil- 
ity is, the inventories and receivables are 
at their low point and therefore the ‘‘pro- 
jected cash needs’ will be in the nature of 
long term capital needs. If, however, the 
end of the fiscal year should represent a 
peak point in inventory and receivables 
and that at some other point in the year 
both are substantially reduced with a cor- 
responding increase in cash, then a part 
or perhaps all of your ‘‘projected cash 
needs” may be in the nature of short term 
requirements. In order to establish the 
short term borrowing picture, several 
years’ past experience should be reviewed 
on a month to month basis to determine 
the high and low points in current assets, 
particularly inventory and receivables. If 
there is a definite and repeated relation- 
ship between the timing of the high and 
low points of these assets throughout a 
number of years, then experience will in- 
dicate what these same figures will be in 
the projected future and the requirements 
for short term bank loans should be ap- 
parent. In reviewing the fluctuation of the 
cash position on a month to month basis 
for a few years, note carefully the effect 
of the liquidation of peak inventory and 
accounts receivable, payments for divi- 
dends and bond interest, quarterly in- 
come tax payments and other sizable 
items that are not paid on a regular 
monthly basis. 

In figuring cash requirements for re- 
ceivables and inventory, it should be 
kept in mind that at the present time 
banks and finance companies are eager to 
loan or buy outright accounts receivable 
under a variety of plans. Banks are also 
willing to loan against inventories, pro- 
viding such inventories are placed in 
warehouses under their control. Further, 
there has developed in recent years plans 
under which investors will buy land and 
buildings and give a long term lease to 
the seller on a specified interest return 
basis. All of these plans should be con- 
sidered and, if adopted, the projected 
balance sheets should be adjusted accord- 
ingly. é 

Having determined to what extent 
short term capital will meet your needs, 
the increased balance will be in the na- 
ture of long term capital. The cash re- 
quirements as indicated on the projected 
balance sheets for future years may show 
that additional funds are needed only for 
a comparatively short period and that the 
earnings in excess of dividends will later 
make it easy to repay the loan, or the 


picture may indicate that your require. 
ments are gradually increasing through. 
out the entire projected period. It is on 
this basis that you can visualize your 
future requirements and decide what par- 
ticular form of financing would be most 
advantageous. 

The numerous ratios for working 
capital, current assets, fixed investments, 
total assets, and such, as they relate to 
funded debt, common stock equity, and 
other factors, have now been fairly well 
established in different lines of business, 
These ratios are readily available by a 
study of other companies’ balance sheets 
and there are numerous texts and publica- 
tions giving a wealth of information on 
such ratios. The projected balance sheets 
should be checked to see if they conform 
to accepted or prevailing ideas of what 
these ratios should be. 


A Worp oF WARNING 


Just a word of warning. In figuring 
cash requirements, it is better to err on 
the high side; but, of course, I am think- 
ing of a moderate degree of error. In 
times of depression nothing can substi- 
tute for adequate finances. No matter how 
poor earnings may be, so long as current 
payables and bond interest are paid the 
stockholder is safeguarded. Interest costs 
on a reasonable cash surplus over and 
above minimum needs is cheap insurance 
for the security of the stockholder in 
poor times. It used to be an old rule of 
thumb that estimated cash requirements 
should be increased 15 to 20 percent. to 
give a safety cushion and while this may 
not be officially recognized in investment 
circles, I doubt very much if there would 
be any criticism so long as the facts are 
disclosed to the banker. 

I have tried to cover this subject as 
fully as possible in the space allotted. 
You could give considerably more time to 
discussing any one of the items on the 
projected balance sheets, but briefly my 
recommended procedure for forecasting 
may be summed up as follows: 


(1) Forecast earnings for at least five 
years and preferably longer, (2) Prepare 
a number of years’ Application of Funds 
statements adding key figures through 
which the growth of the business can be 
measured, (3) Prepare proforma balance 
sheets for five to ten years ahead, using 
the experience shown through the past 
history as reflected in the Application of 
Funds statements, and future require- 
ments as indicated in the projected in- 
come statement, (4) Review a number of 
years for seasonal or month to month 
trend in cash requirements to see how far 
needs can be covered by short term bank 
loans and, (5) Give consideration to the 
various methods now available for short 
term financing of accounts receivable and 
znventories. 
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Advantages and Disadvantages of Different Types 


Of Financing for Industrials 


By M. R. Haron, W. S. Dickey Clay Mfg. Co., Kansas City, Mo. 


Before getting into the subject of pres- 
ent day financing, a review of Industrial 
corporate financing during the past 
twenty-five years should be of interest. 

Following World War I the trend of 
capital for industrials was away from the 
simple structure of but one class of stock, 
all common, toward a more complicated 


may be noted from the following data 
taken from Moody’s Industrials-Financial 
Comparisons which shows, for nineteen 
basic industries comprising 125 corpora- 
tions, the number of corporations that in- 
creased or decreased the amount of out- 
standing preferred and common stock 
and debt issues: 


Com. 


No. of Debt Issues Pfd. Stks. Stks. 
Industry Corporations Inc. Dec. Inc. Dec. Inc. Dec 
oal and Coke 6 - 5 1 2 1 3 
00 Parts and Accessories 14 3 1 2 4 8 6 
Machinery (Plant and Equipment) 11 1 2 3 5 6 3 
Aviation Mfg. Boeing and Douglas 2 1 — 1 - 
Building Materials and Equipment 9 1 1 5 — e- = 
Glass 5 - 1 1 —- 4 % 
Drugs 9 1 3 1 5 : 
Electrical Equipment 5 1 1 2 ; 1 3 
Petroleum-Integrated 9 8 1 1 2 5 3 
Agricultural Implements 5 1 2 2 2 4 - 
Autos and Trucks 8 2 2 - 1 5 : 
Retail Stores—Dept. 8 3 4 3 3 5 : 
Office Equipment 6 2 2 = 3 4 ape 
Tires and Rubber 6 1 5 = 4 4 : 
Shoes 5 1 1 pe 2 2 
Food—Cereal 5 7. 1 1 3 1 2 
Meat Packing 5 2 3 1 2 1 3 
Motion Pictures + 2 2 - 3 3 ~ 
Retail Stores— Drug 3 1 1 1 1 2 1 
125 33 35 28 36 68 35 


| 
\| 
| 

| 


Total 
capital structure and it was not uncom- 
mon to see two or more classes of pre- 
ferred stock, in addition to common, in 
the capital accounts of corporations. The 
practice of complicated capital financing 
continued throughout the twenties. In the 
depression years that followed the col- 
lapse in 1929 many corporations were un- 
able to meet cumulative dividends on 
preferred stocks, and with the improve- 
ment in general business conditions and 
the securities markets, 1935-1938, accom- 
panied by lower money rates many pre- 
fetred stock and high interest rate debt 
issues were refunded through the issuance 
of common stocks. Since that time capital 
financing has again become varied and 
has been accomplished by preferred as 
well as common stock and debt issues. 

In 1920, the prevailing dividend rate 
on preferred stock was 7 per cent., the 
tange in the rate being from 6 per cent. 
to 8 per cent., and the prevailing interest 
tate for debt was 6 per cent. with a range 
of 5 per cent. to 7 per cent. Since that 
time and particularly during the past 
eight years rates have declined substan- 
tially for both preferred stock and debt 
issues. 

The trend in financing during the ten- 
year period ending December 31, 1946, 


During this period thirty-three of the 
corporations increased debt issues repre- 
sented by debentures, mortgages, bank 
loans, etc., while thirty-five corporations 
decreased the amount of debt. The 
amount of preferred stocks outstanding 
was increased by twenty-eight and de- 
creased by thirty-six corporations. The 
amount of common stock outstanding was 
increased by sixty-eight and decreased by 
thirty-five corporations. From this analy- 
sis it appears that common stock was the 
favored method of financing for the 
group as a whole but it is not true as to 
all the industries reviewed. In the Petro- 
leum-Integrated industry wherein the 
data were given for nine corporations 
only five increased the amount of com- 
mon stock while eight increased the 
amount of debt. 

The high Federal excess profits and in- 
come tax rates in effect during the war 
years and the continued high normal and 
surtax rates are factors that have influ- 
enced the method of financing .as between 
stocks and interest bearing obligations 
since interest charges are allowable de- 
ductions for Federal income tax purposes. 
An examination of the published state- 
ments of some of the larger corporations 
included in the industries mentioned 
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above supports this conclusion. In the Pe- 
troleum group, it was noted that at De- 
cember 31, 1946, Shell Union Oil Cor- 
poration had outstanding 124 million 
dollars of 214 per cent. debentures dated 
April 1, 1946, due in 1971. During the 
ten-year period this company eliminated 
its preferred capital but increased both 
its common stock and long-term debt. In 
the Electrical Equipment industry West- 
inghouse Electric Corporation’s balance 
sheet at December 31, 1946, reflects out- 
standing debt of 80 million dollars con- 
sisting of 50 million in debentures and 
30 million in bank loans. The outstand- 
ing debentures are divided into two is- 
sues, 20 million of 214 per cent.’s dated 
in 1941 and due in 1951 and 30 million 
of 2% per cent.’s issued in 1946 and due 
in 1971. The bank loan of 30 million is 
dated May 1, 1946, interest rate 114 per 
cent., and is due in 1948. This company 
also issued preferred stock in 1946 in the 
amount of 50 million dollars with a divi- 
dend rate of 3.80 per cent. In the Auto 
group Nash-Kelvinator Corporation ob- 
tained a bank loan of 16 million dollars 
on January 31, 1945, which matures, 2 
million per annum, and bears interest at 
the rate of 214 per cent. This company’s 
financial statements reflect only minor 
changes in the amount of common stocks 
outstanding during the ten-year period 
while debt issues were increased 14 mil- 
lion dollars. 

During the months of July and Au- 
gust, 1947, according to Moody’s Semi- 
Weekly Service public offerings by cor- 
porations were fairly evenly divided; 
twenty-four were debt issues, twenty-six 
were preferred stock and _ twenty-two 
were common stock issues. Of the twenty- 
four debt offerings, eight were at interest 
rates of 3 per cent. or less. The preferred 
stock dividend rates varied from 314 per 
cent. to 514 per cent. 

The Research Institute of America re- 
cently made a three month bank survey 
with reference to interest rates and re- 
ported that there is a slow but definite 
rise in rates at this time and also reported 
that the government was boosting inter- 
est rates on refunding obligations in Sep- 
tember and that bank rates, geared to gov- 
ernment rates, are expected to edge up. 
They anticipate an increase in interest 
rates as much as one per cent. during the 
coming twelve months, especially in the 
case of loans to companies not well estab- 
lished. They also report that it will be 
more difficult to arrange long-term loans 
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since banks always prefer short-term credit 
when interest rates are rising. 

The bulk of financing through the is- 
suance of capital stock occurs during pe- 
riods of active business, general pros- 
perity, and wide-spread optimism and at 
a time during which there is a persistent 
general rise in security prices. The year 
1946, prior to the slump in the securities 
market, offered an excellent opportunity 
for marketing capital stocks. At the pres- 
ent time we have active business and gen- 
eral prosperity but we do not have wide- 
spread optimism nor do we have favor- 
able securities markets, particularly for 
common stocks. 


ALL Types USED 


This brings us to the point of the dis- 
cussion which is the advantages and dis- 
advantages of different types of financ- 
ing. The statistics given show us that all 
types of financing are used. The most 
conservative type of financing is the issu- 
ance of capital stocks since capital stocks 
carry the risks of the business, while the 
holders of interest bearing obligations are 
in the status of creditors. However, no 
hard and fast set of rules for financing 
can be applied to businesses as a whole. 
An individual enterprise can reach a de- 
cision only after careful consideration of 
many factors such as the amount of capi- 
tal needed in relation to existing capital, 
ability to earn based upon past experience 
and its future potential, the scope of its 
operations and the extent to which the 
operations may be affected by changes in 
local or national conditions and whether 
it is advisable to have its securities widely 
scattered or closely held, etc., etc. Since 
private enterprises are conducted for 
profit it is desirable to plan financing that 
offers the minimum of risk and is the 
least costly to the owners of the business. 

As a case in point, our company, early 
in 1946, decided to redeem an outstand- 
ing issue of six per cent. preferred stock, 
a transaction that required capital financ- 
ing. At that time additional common 





It is no coincidence that our high 
standard of living and the expan- 
sion of American industry have 
been simultaneous with the develop- 
ment of research. American indus- 
try today enjoys an enviable post- 
tion because it has learned the true 
value of new knowledge and the 
use of the laboratory. Research has 
served industry, and industry serves 
mankind. It was not the research 
laboratory which won the war—it 
was the industrial application of re- 
search results translated by industry 
into equipment, apparatus and de- 
vices. 

—J. E. Hopson 
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stock could have been marketed at ap- 
proximately twice its book value which 
would have immediately increased the 
common stockholders equity and at the 
same time would have eliminated any risk 
that might result from borrowings, but 
would have further diluted the owner- 
ship of the company and would have 
meant less earnings for the present own- 
ers should the company continue its rec- 
ord of profitable operations. The manage- 
ment at that time made a careful study of 
the future earnings possibilities of the 
company and reached a decision to obtain 
the needed funds from banking connec- 
tions. Accordingly, a three per cent. term 
loan was arranged repayable over a pe- 
riod of ten years with no premium for 
prepayment in advance of maturity date. 

Note agreements, trust agreements, 
bond indentures, etc., executed in con- 
nection with financing through interest 


bearing obligations usually incorporate 
restrictions which are intended, primarily 
for the protection of the security holder, 
but such restrictions also operate as safe. 
guards to managements in maintaining 
sound financial positions. 

In view of the prevailing low interest 
rates and the fact that further savings are 
possible in that interest charges are allow- 
able deductions for income tax purposes, 
financing through the medium of debt js. 
sues would appear to be desirable at this 
time, particularly for businesses with 
good past earnings records and good fu- 
ture earnings possibilities and especially 
for all short-term and medium long-term 
financing. Preferred stock dividend rates 
are on the average about one per cent. 
above interest rates and preferred and 
common stock issues should merit consid- 
eration where long-term or more perma- 
nent financing is desirable. 


Margin on Sales Dollar Is Held Best 


Index of Manufacturers’ Profits 


Disputing the idea that manufactur- 
ers are making ‘‘fantastic profits,” the 
National Association of Manufacturers 
declared recently that spectacular fig- 
ures on both aggregate dollar profits 
and on return on net worth are com- 
pletely misleading as gauges of actual 
industrial profits and their effect on 
prices. In a statement dealing with the 
profits aspect of its price study, and an- 
alyzing profit margins industry by in- 
dustry, the NAM asserted that the 
profit margin on the sales dollar is the 
most direct method of measuring profit 
as a part of price. 

Department of Commerce figures on 
sales and profits, the NAM declared, 
show that no major manufacturing in- 
dustry has had a final average profit 
margin on sales as high as 10 per cent. 
in any one of the past six years; a 10 
per cent. average profit margin for any 
major manufacturing group is “about 
as rare as a needle in a haystack” over 
the past eighteen years, and profit mar- 
gins under 5 per cent. have predomi- 
nated the industry-by-industry profit 
analysis in recent years. 

The figures further show that the 
1946 margin of 5 per cent. before in- 
ventory adjustment was exceeded in 
1941, 1940, 1939, 1936 and in 1929. 
The 1947 profit margin, 6.2 per cent., 
was exceeded in 1929 and in 1941. This 
6.2 per cent. profit margin, estimated 
for the first half of this year, the NAM 
said, reflécts a large amount of imagi- 
nary inventory profits and under-depre- 
ciation. 

“In the light of the sales and profits 
data published by the Department of 
Commerce,” the NAM pointed out, 
“the effect of manufacturers’ profit mar- 


gins upon prices cannot be very great. 
In the manufacture of food products, 
for example, profit margins have av- 
eraged 2 or 3 cents per dollar of sales, 
yet food is the most pressing problem 
in the price situation. 

“It is a mere indulgence in spectacu- 
lar figures to say that corporate profits 
have been running close to seventeen 
billion dollars, or so and so many times 
pre-war levels. It is hard to realize that 
our national income is now approach- 
ing three times the 1939 total of less 
than seventy-three billion dollars. What, 
then, should we expect aggregate prof- 
its to do?” 

The report stated that the ratio of 
profits to net worth is far removed 
from the question of price. When sales 
figures must quickly reflect current price 
changes, the net worth does not rapidly 
reflect the rising replacement costs 
which business has faced in recent years, 
the report said, adding that net worth 
has moved up very slowly since 1939 
compared with sales. 

“Critics of profits like to cite net 
worth as a measure not only because 
the percentages generally run much 
higher than the percentages on sales,” 
the NAM said, “but also because they 
like to imply the stockholders get huge 
returns. But the rate of return on net 
worth does not indicate what the in- 
vestor gets. The stockholder receives 
dividends, and dividends are rare at 20 
per cent. on investment today. A divi- 
dend of 5 per cent. on market price is 
more realistic under present conditions. 

“While the stockholder possesses an 
equity in addition to receiving divi- 
dends, the value of the equity is de- 
cided by the stock market.” 
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High Output Better than Tax Relief for Small Business, 
Treasury Study Holds 


Maintenance of an economic system 
“operating at high and rising levels of 
roduction” is more important to small 
business than any form of special tax 
concession, the ‘Treasury Department 
stated recently, following a study of pro- 
posals to encourage small businesses by 
revision of Federal taxes imposed upon 
them. 

The report contained no conclusions as 
to tax programs; it was confined exclu- 
sively to discussion of a few of the pre- 
dominant suggestions in this field. Fur- 
thermore, the Treasury emphasized that 
it published this report only as ‘‘one of 
a series prepared by the Treasury's divi- 
sion of tax research, examining major 
post-war tax revision matters.” 

The more general proposals which it 
examined included the following: 


1. Possible changes in the present 
graduation of corporation income tax 
rates. 

2. Exemption of a limited amount of 
net income from the present special sur- 
tax on unreasonable accumulations of cor- 
porate sur pluses. 

3. Liberalized loss offsets extension of 
the carry-backs and carry-forwards. 

4. Acceleration of depreciation allow- 
ances. 


Each of these programs, or a combina- 
tion of them, the Treasury experts found, 
would undoubtedly help small business 
in some degree. But the report raised the 
question whether the help would be of 
long duration, and the general conse- 
quences of them on the broad business 
pattern. 

Considerable emphasis was placed also 
on the question whether attempts to help 
specifically small business might not dis- 
locate all business, while raising other 
problems in connection with the collec- 
tion of revenue sacrificed by concessions 
to small business. 

“General tax revisions,” the report 
said, “are likely to raise fewer problems 
of equity and administration than are 
many special measures for small business. 
Well-conceived general tax revisions 
would also avoid the undesirable collat- 
eral economic effects that might be asso- 
ciated with many of the special measures 
that have been advanced for the benefit 
of small business.”’ 

If it should be decided, however, the 
Treasury experts added, that “some tax 
revisions are desirable in the interests of 
small business,”’ they cautioned that “there 
remains a basic policy issue of choice be- 
tween general and special measures for 
the benefit of small business.” 


“Presumably,” they wrote, “those who 
wish merely to make sure that the tax 
system does not discriminate against small 
business would favor reforms of general 
application in preference to special meas- 
ures, provided the general reforms were 
considered effective. 

“On the other hand, those who wish 
to use the tax system to compensate for 
non-tax handicaps of small business would 
probably expect to do so by special, 
rather than general, measures.” 

The report pointed out that corporate 
income taxes now are sharply graduated 
in the lower brackets, beginning at 21 
per cent. on the first $5,000 of income 
and rising to an over-all maximum of 38 
per cent. on corporate net incomes over 
$50,000. The term ‘“‘small business’ is 
applied by the Commerce Department to 
retail establishments with net sales or re- 
ceipts less than $50,000 a year to whole- 
sale establishments with annual net sales 
of less than $200,000 and to manufactur- 
ing establishments with fewer than 100 
employees. 

“The various tax exemption pro- 
posals,” the Treasury said, in discussing 
this group, “for the benefit of small busi- 
ness, are open to grave questions on the 
ground of equity. They raise most em- 
phatically the issue of discrimination 
among taxpayers and are likely to be sub- 
ject to abuses. In connection with the ex- 
emption proposals, special attention must 
be given to the possibility of uneconomic 
distortion of the business structure and 
allocation of investment.” 

In special studies of the four basic 
types of tax-relief suggestions the Treas- 
ury found some objection to each. 

Changes in the graduation of rates to 
a straight scale starting with the first dol- 
lar of income, with a flat exemption fea- 
ture, was found to be less advantageous 
to small corporations than the current 
system. Also, the Treasury frowned on 
any reduction of initial rates below those 
assessed against individuals because “any 
schedule providing a lower starting rate 
for corporations than for individuals 
would raise a problem of possible unfair 
discrimination against unincorporated en- 
terprises.”’ 

Changing the rules on the proposal 
to exempt more income from the “unrea- 
sonable accumulation’ assessment was 
termed “unnecessary.” The Treasury main- 
tained that it might even encourage split- 
ups of existing or new corporations to 
avoid taxation. 

On the proposal to liberalize loss off- 
sets against profit years the Treasury re- 
ported that ‘‘an improvement and liberal- 
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ization of present loss offset provisions 
would be a general tax measure that could 
be expected to be especially beneficial to 
small business,” but contended these pro- 
visions already are quite liberal. The re- 
port pointed out that net operating losses 
now may be carried back against the in- 
come of the two years prior to the year 
of loss and any unabsorbed loss may be 
carried forward against the income of the 
two succeeding years. 

The suggestion for accelerated depre- 
ciation allowances for small business was 
termed one means by which a company 
might recover more rapidly its invested 
capital. 

“Unless combined with liberal loss 
offsets,” the report added, however, “ac- 
celerated depreciation would be of lim- 
ited usefulness because. small businesses 
would not have enough income to absorb 
the additional depreciation reductions. 

“The existence of a long carry-over of 
business losses, however, decreases the im- 
portance of accelerated depreciation be- 
cause it lessens the danger that normal 
depreciation deductions will run to waste. 
Accelerated depreciation would be espe- 
cially helpful to growing companies in 
industries requiring substantial capital in- 
vestments, but it would be less significant 
for mature companies and industries re- 
quiring relatively small investments in de- 
preciable assets. 

“Accelerated depreciation would pres- 
ent some administrative problems and 
might give rise to some abuses, such as 
swapping of assets among taxpayers to 
take advantage of the additional depre- 
ciation allowances.” 


Economic Result of the Auto 
A recent summary of the employment 
that has grown up around the automotive 
vehicle reveals the extent to which Ameri- 
can jobs are dependent on the industry. 

More than 537,000 different American 
business concerns have built up the auto- 
motive industry, which has become one of 
the fundamentals of American life. 

Together, these concerns employ more 
than 8,200,000 workers. Automobile 
trucks provide jobs for more than 5,750,- 
000 drivers. Sales and service, including 
repair garages and the gas stations, ac- 
count for nearly 300,000 concerns, in turn 
giving employment to 1,300,000. 

Actual automobile production provides 
jobs for 800,000 workers, and the eco- 
nomic importance of this part of the auto- 
motive business has been clearer because 
these jobs are concentrated in a small 
number of concerns. 








Can Insurance Firms “Stretch the Shoestring”? 


Excerpts from an address by Rollin E. Ecke, 
Treasurer, Farm Insurance Exchange, Los An- 
geles. Presented at the 16th Annual Meeting 
of the Controllers Institute of America. 


One of the most publicized problems 
of the fire and casualty insurance indus- 
try today is inability of many of the com- 
panies to meet the rapidly increasing 
needs of the public for insurance protec- 
tion. It is well-known to insurance men 
that many companies today are putting 
the brakes on new business. Some are 
frankly withdrawing from the market 
in certain coverages or territories; others 
are resorting to wholesale cancellation 
of business in force, while still others are 
adopting restrictive underwriting prac- 
tices to further cut down the volume 
of new business accepted by them. 

The reason for this problem, of course, 
is the fact that the capital and surplus 
available for the protection of policy 
holders has been stretched to, and in 
some cases no doubt beyond, the point 
hitherto considered prudent. Figura- 
tively, many fire and casualty companies 
are today doing business on a shoestring 
and many, right now, are too close to 
the end of it for comfort. I use ‘“‘sur- 
plus” in the sense of policyholders’ sur- 
plus, including therein the capital of 
stock companies as well as their surplus 
and voluntary reserves. 

In the past few years, and particularly 
since the war, we have seen a tremendous 
expansion in premiums written. From 
1941 to the end of 1946, total fire and 
casualty premiums have increased from 
$2,677,000,000 to $4,290,000,000, or 60 
per cent. whereas during 1947 it will 
undoubtedly reach $5 billion, bringing 
the total increase to 86 per cent. over 
1941. In the face of this tremendous 
increase in premium writings, the sur- 
plus of fire and casualty companies has 
been subjected, particularly in the past 
two years, to a three-way squeeze. 

Perhaps the most important squeeze 
has been the necessity of establishing un- 
earned premium reserves on this phe- 
nomenal increase in premiums written. 
The second squeeze on surplus arises 
from the fact that both fire and automo- 
bile business for the past two years has 
been highly unprofitable. The third 
squeeze on surplus has been the disap- 
pointing action of security prices. The 
sharp decline in the Fall of 1946, was 
estimated to have wiped out a quarter of 
a billion dollars in value of insurance 
company portfolios, and consequently 
in policyholders’ surplus. 

The effect of the three-way squeeze on 
surplus has been striking. Using 70 stock 
fire companies and 70 stock casualty com- 
panies reported in Best’s Insurance News, 
we find that from June 30, 1946 to June 


30, 1947 the surplus of the stock fire com- 
panies declined $130 million, or 16 per 
cent., and surplus of the stock casualty 
companies declined $55 million, or 10 per 
cent. But the dollar decline in policyhold- 
ers’ surplus, although substantial, is not as 
serious as the shrinking ratio of our de- 
pleted surplus to our enormously increas- 
ing premiums written that we perceive the 
real threat to sound operation. 


REMEDIES PROPOSED 


Among the various remedies which 
have been proposed and are being vigor- 
ously debated among the Insurance Com- 
missioners, there is one which to my mind 
is based on the soundest of logic. It also 
has the means of making immediately 
available very substantial relief to the com- 
panies most in need of it. I refer to official 
recognition of what has been frequently 
referred to as the company’s equity in un- 
earned premium reserves. This equity rep- 
resents the cost of acquiring oat placing 





Our Economic System Is 
“Riddled With Bitterness” 


Private enterprise has been en- 
tirely too private in the past, and 
the fakers of the Left have made 
headway because we have failed to 
sell the true story of the meaning 
and the achievements of free enter- 

r15e. 

The phoneys are where they are 
because we have failed to turn the 
blazing light of truth onto the pleas- 
ure and comfort and security which 
free enterprise alone has delivered, 
and which free enterprise alone will 
ever deliver. 

No other groups in America are 
farther apart today on many tssues 
of mutual concern than are employ- 
ers and employes. 

Our system is riddled with bit- 
terness. There is a babel of charges 
and counter-charges. Somebody has 
got to bring order out of all this 
mistrust and dissension. Somebody 
has got to do the jobs or else! 

Here is what you can do. You can 
talk up the truth! You can talk up 
the truth about how jobs are cre- 
ated, how products are developed, 
how services are improved in qual- 
ity, how they are brought down in 
costs, how productivity is the only 
way to more jobs and better pay 
and greater security. 

Holcombe Parks, 


Vice President in Charge of 
Public Relations, NAM 
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business on the books, which cost is writ- 
ten off immediately, but which properly 
apply to the entire period of the policy. 

It is a sound accounting principle in 
every other line of business that I know of, 
that expenses paid in one period which are 
applicable to subsequent periods, are car- 
ried on the balance sheet as an asset desig. 
nated as deferred charges. If insurance 
companies were permitted to capitalize 
prepaid commissions and other expenses 
in like manner, there would be made im- 
mediately available to surplus approxi- 
mately 40 per cent. of the entire unearned 
premium reserve. In a majority of cases, 
this would be adequate to entirely relieve 
the strain of the present situation. 

Fortunately, rate adjustments already 
made in the automobile field and being 
made in the fire field give promise of be- 
ing adequate to meet today’s losses. By 
next year, when these higher rates have 
been reflected in the earned premiums of 
the companies, I believe that most casualty 
companies will show substantial profits. 
When we reach the point where the pre- 
mium writings level off or start to decline, 
the surplus accounts should benefit abnor- 
mally by the release of unearned premium 
reserves. When this occurs, the stringen- 
cies of the last two years will be relieved, 
and fast. 

It should be remembered, however, that 
the insurance industry of America has 
never been able to fully meet the demand 
of the insurance-buying public. As a 
whole, it has failed to keep pace with the 
rapidly expanding economy of America, 
with the result that the demand for insur- 
ance always has been beyond the capacity 
of the domestic companies. Millions of 
dollars of premium has gone to foreign 
markets for protection that was not avail- 
able in this country. 

The insurance business today is operat- 
ing in America very much as it was 50 
years ago. It is antiquated in its operation, 
and is hampered by regulatory laws and 
practices which are not in tune with to- 
day’s needs. Unless the industry as a whole 
recognizes this fact and takes immediate 
steps to correct it—in short, to reorganize 
and modernize in such a way as to meet the 
full demands of the public,—that public 
will feel it is justified in demanding state 
or government insurance. 


Cotton Textile Costs Studied 


A study in book form on modern cost 
methods as they apply to the cotton tex- 
tile manufacturing business has been is- 
sued by the Cotton Textile Institute. It 
analyzes the pre-determination of costs 
with special emphasis on raw material, 
labor and overhead expenses and the 
changes which have taken place since 
1941. 
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These two National machines provide a complete industrial accounting system. 
Some companies can handle their entire accounting, including payroll, on the 
National Multiple-Duty Accounting Machine shown in the foreground. Others 
find the National Payroll and Distribution Machine essential for a higher 
production schedule. 

The cost of keeping industrial records by hand has now reached a point 
where mechanization’s speed is the only answer. This is equally the case with 
banks, hotels, laundries, hospitals, department stores, and other businesses—for 
the highly specialized needs of each of which National offers an individually 
designed time-and-money-saving National Mechanized Accounting System. 


THE NATIONAL CASH REGISTER COMPANY «+ DAYTON 9, OHIO 


This handsome brochure presents in de- 
tail the forms and records of a complete 
mechanized accounting system for indus- 
try, large or small. Ask your local Na- 
tional representative for your free copy. 


CASH REGISTERS » ADDING MACHINES 








Department and Specialty Store Results Analyzed 


Operating results of department and 
Specialty stores in 1946 are now avail- 
able in the twenty-seventh consecutive 
annual study of department and specialty 
store operating results. These studies, pre- 
pared with the financial support and co- 
operation of the National Retail Dry 
Goods Association, have become a stand- 
ard reference for information on total 
store mar gins, expenses, stock-turns, and 
other significant operating data. 

Professor Malcolm McNair, who wrote 
this year’s bulletin, analyzes the signifi- 
cance of current store operations in the 
light of the perspective furnished by long 
experience and an intimate knowledge of 
basic trends in the department and spe- 
cialty store field. The statistics were pre- 
pared by the Harvard Bureau of Business 
Research under the direction of Miss 
Esther M. Love, Executive Secretary. The 
1946 study is based on information con- 
tributed by 514 firms operating 675 de- 
partment and specialty stores in the 
United States and Canada. 

The following abstract was prepared 
by the Division of Research of the Har- 
vard Business School. 


DEPARTMENT STORES 


Department store sales and final dollar 
earnings in 1946 broke all previous rec- 
ords. In the first full postwar year the 
surge of consumer spending carried de- 
partment store dollar volume to a level 
two and a half times as high as in 1939 
and a quarter greater than in the imme- 
diately preceding year, 1945. Neverthe- 
less the increase in department store earn- 
ings in 1946 was attributable not so 
much to the sharply augmented dollar 
sales volume as to the lifting of the ex- 
cess profits tax. 

Sales. The stores reporting to the Har- 
vard Bureau of Business Research for 
1946 made total net sales 25 per cent. 
higher than in 1945, the largest annual 
increase on record since the inception of 
these studies in 1920. This sales increase 
resulted from a 9 per cent. rise in the 
number of transactions, in conjunction 
with an increase of approximately 18 per 
cent. in the amount of the average trans- 
action, both of these being the sharpest 
advances since rising trends first appeared 
in 1939. The rate of sales increases 
tended to be somewhat greater for stores 
with annual sales above $2 million, the 
largest percentage being exhibited by 
stores with sales above $45 million. 

In marked reversal to the trends which 
had developed during the wartime years, 
cash sales typically dropped from 54.1 
per cent. to 46.7 per cent. of the total. 
Regular charge sales mounted from 35.7 


per cent. to 41.4 per cent., and C.O.D. 
and instalment sales both increased. 

Gross Margins. The over-all average 
for gross margins fell from 37.6 per 
cent. in 1945 to 35.9 per cent. in 1946, 
a greater decline than the cumulative drop 
of the preceding three years. Since the 
peak in 1942, typical gross margin has 
receded by 2.8 per cent. of sales. The 
lower gross margin percentage stemmed 
both from lower initial markons and 
from more drastic markdowns. The gross 
margin percentage was lower than in the 
preceding year for every volume classi- 
fication. Declines in the gross margin per- 
centages were more marked among smaller 
stores. Hence the characteristic spread be- 
tween high gross margins in large stores 
and lower gross margins in small stores 
was noticeably wider in 1946 than 1945. 

Expenses. In spite of the sharp spurt in 
dollar sales volume, the outlay of ex- 
pense dollars more than kept pace, with 
the result that the total expense percent- 
age increased fractionally to 28.1 per 
cent. in 1946. The total increase in the 
expense rate since the low point in 1944, 
however, still amounts to only 0.7 per 
cent. of sales. Expense ratios for all three 
years, 1944, 1945, 1946, were lower than 
any recorded in these studies since the 
early 1920's. The advance in the total 
payroll percentage from 15.4 per cent. to 
15.9 per cent. of sales more than ac- 
counted for the difference in the total 
expense rate between 1945 and 1946. 
The principal category of expense to ex- 
hibit a percentage decrease was real estate 
costs, with a drop to 2.15 per cent. of 
sales in 1946 from a figure of 2.5 per 
cent. in 1945. As usual, small stores had 
lower expense rates than large stores. 

A better measure of total expense than 
the percentage of sales is afforded by the 
dollar expense per sales transaction. For 
department stores with sales over $4 mil- 
lion the total expense per transaction in- 
creased steadily from 67 cents in 1939 to 
81.5 cents in 1945, and 96 cents in 1946. 

Earnings and Federal Taxes. The com- 
bined effect of lower gross margins and 
higher total expense trimmed down con- 
siderably the percentage of net gain be- 
fore taxes from the markedly high fig- 
ures of the preceding three years, reduc- 
ing this percentage in fact to the lowest 
point since 1941. The 1946 figure was 
9.6 per cent. compared with 12.3 per 
cent. in 1944 and 11.5 per cent. in 1945. 
Because of the large sales increase, how- 
ever, the actual dollars of net profit be- 
fore taxes were greater than the preced- 
ing year, but only by a small amount. 

The major factor, however, responsi- 
ble for the record-breaking final earnings 
of department stores in 1946 was the 
greatly lowered incidence of Federal 
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taxes, which required only about 38 per 
cent. of profit before taxes as compared 
with approximately 69 per cent. in 1945, 
the reason being, of course, the disap. 
pearance of the excess profits tax. Thus the 
final net gain for department stores after 
taxes in 1946 was 5.9 per cent. of sales, 
as compared with the figure of 3.6 per 
cent. which was typical in both 1944 and 
1945. Because of the greater sales volume 
as well as the increased percentage of 
final net gain, 1946 department store 
earnings dollarwise were approximately 
twice as high as in 1945, and approxi- 
mately four and a half times as high as in 
1939. The higher department store earn- 
ings in 1946 were spread quite uni- 
formly over all the volume classifications, 
in some contrast to 1945, when small 
stores clearly achieved the largest per- 
centage earnings after taxes. 

Stock-turn. The year 1946 witnessed a 
remarkable change in the inventory situ- 
ation in department stores. Beginning the 
year with greatly depleted stocks, every 
volume group showed typical advances in 
cost inventories ranging from 50 per 
cent. to nearly 70 per cent. These re- 
markable increases reflected the rebuild- 
ing of inventory assortments, the acquire- 
ment of stocks of goods which had been 
off the market during the war years, and, 
of course, a substantial advance in whole 
sale price levels. 

Notwithstanding the great rise in sales 
volume in 1946, the accumulation of in- 
ventory was sufficiently great in the lat- 
ter part of the year to depress the typical 
stock-turn rate slightly below the peak 
figures reached in 1945. Nevertheless the 
figure of 5.25 times (monthly basis) was 
second only to the figure of 5.4 times in 
1945, the highest annual rate of stock- 
turn recorded during this study’s history. 

Other Conclusions. The total per capita 
sales output, that is, the dollar net sales 
divided by the average total number of 
employees, was higher in 1946 than in 
1945. This rise was primarily the result 
of higher average prices, since there was 
some evidence that the average number 
of sales transactions per total employee 
was lower in 1946 than in 1945, possibly 
in consequence of the increasing number 
of shifts to the 5-day, 40-hour employee- 
week. 

There was an increase in the dollar 
sales per square foot of total space in 
1946 over the preceding year. Among 
larger stores there was also evidence of a 
slight rise in the number of transactions 
per square foot of total space. Apparently 
both physical volume and dollar volume 
outran any provisions which the repott- 
ing stores were able to make for aug- 
mented space. (Please turn to page 216) 
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Controller's Relationship to Board of Directors 

Discussing the corporate controller's responsibilities, in 
a recent address before the International Congress of Delta 
Sigma Pi Fraternity, James F. Bell, retired chairman of the 
Board of General Mills, Inc., declared that “‘it is possible 
to strengthen the functioning of the Board through the 
office of the controller, who should be appointed by the 
Board, be responsible to it, and hold office at its disposition. 
This provides the Board with eyes and ears through which 
to evaluate the performance of the various departments as 
reflected through the accounting of the company. In addi- 
tion, it centers in the controller the responsibility for inter- 
preting the functions of the business so that the Board can 
measure management's conformance with its desires and 
policies. 

“The controller's department impinges upon all other 
departments of the business. He should not only be aware 
of the actions of the Board but, to interpret these properly, 
should also understand the thinking of the Board. This is 
impossible unless he is permitted to attend all meetings of 
the Board, to hear all the arguments underlying the forma- 
tion of policies. Similarly, he should be permitted to attend 
all conferences of the Executive Committee and all staff and 
departmental meetings, so that he may be equally well ac- 
quainted with the thinking of management.” 


Contributory Pension Plans Approximate 1 of 4 Adopted 


Current trends in pension planning by American industry 
are toward management assuming the entire cost of plans 
instituted, which is a reversal of the pre-1940 trend, accord- 
ing to a recent study by the Bureau of Internal Revenue. 
Surveying pension plans adopted through August 31, 1946, 
the bureau noted that of nearly 10,000 such systems which it 
analyzed, only 659 were established prior to 1940. 

Since 1940 a total of 2,066 employee-employer contribu- 
tory pension plans have been adopted. In the same time, 
6,645 systems were adopted, in which management bears the 
entire cost. 


Decentralization Gains for Operating Units 

An accelerated trend towards decentralization of business 
organizations with greater executive authority for operating 
units is revealed by a study of the organization plans of 
twenty-seven representative companies made by the Policy- 
holders Service Bureau, of the Metropolitan Life Insurance 
Co., One Madison Avenue, New York. The results of the 
study have been published in a report, “Business Organiza- 
tions,’ which is available to executives who request it on 
their business stationery. Designed to assist executives of 
Metropolitan group-insured companies in analyzing their 
organizations, the report gives information on the general 
principles and patterns of business organization. 

Although organization is an individual problem which 
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must fut the specific needs of an individual company, the re- 
port shows how these principles and patterns are made to 
fu the needs of such companies as manufacturers, mer- 
chandising concerns, railroads, and public utilities. The re- 
port shows that the organization principles ave fundamen- 
tally the same for both large and small companies, and that 
the same principles and patterns apply to both. 

The reports cover among other things, line, line and 
staff, and functional types of organization; plans of sub- 
division; centralization vs. decentralization of control; and 
the place of committees in business organization. Organiza- 
tion charts of seven companies are included. 


Three of Four Firms Have Disability Benefits 


Disability benefits through group insurance and paid sick 
leave protect workers employed in more than three of every 
four (76 per cent.) of 455 companies surveyed by the Na- 
tional Industrial Conference Board. The majority of work- 
ers (68.6 per cent.) were protected by group health and ac- 
cident benefits only. Seventeen companies (3.7 per cent.) 
had paid sick leave for wage earners, while twelve com- 
panies (2.6 per cent.) had both group health insurance and 
a paid sick leave. Five companies (1.1 per cent.), reported 
that hourly workers were paid for illness on an individual 
basis. 

Paid sick leave was found to range from a minimum of 
one day’s pay to full pay for an indefinite period. The plans 
were almost evenly divided between those (thirteen com- 
panies) which gave the same number of days’ or weeks’ pay 
to all who qualified for benefits, and those (fifteen com- 
panies) which graduated the length of the paid sick leave on 
the basis of the employee’s service record. Approximately 70 
per cent. of the company benefit plans require that an indi- 
vidual be employed from six months to one year before he 
is eligible for benefits. 

The policy of allowing employees to accumulate unused 
sick leave from year to year is not widely prevalent, as only 
four out of the twenty-eight plans permit this practice. 


“Economic Cannibalism” Soaks Poor With Rich 


Calling the shrinkage of America’s stock of tools to a 
point lower than 1909 “economic cannibalism,” Fred G. 
Clark, general chairman of the American Economic Founda- 
tion, explained that the warped viewpoint of “soaking the 
rich” does not see the heavy penalties which consequently 
fall on the worker—since the bulk of wages and dividends 
is not concentrated at the top of society. 

Mr. Clark told the Pennsylvania State Chamber of Com- 
merce recently, that high profits are necessary if all classes 
in society are to prosper. Since 1930 there have been only 
three years when corporate dividends exceeded 6 per cent of 
the national income, he added. 
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Putting Profit Figures in Their True Light 


Exaggerated reports regarding company earnings inevi- 
tably show up in the demands made by unions for higher pay. 
Therefore, the representatives of management who come to 
the bargaining conference should be prepared to restore the 
proper perspective. Here are some methods which have been 
found effective by Labor Relations Institute negotiators: 

1. National profit figures do not necessarily reflect the 
position of the particular industry or company. Although 
union negotiators are prone to consider De partment of Com- 
merce Statistics as the last word on the subject, they should 
be reminded to stick to the facts which apply—the profits of 
the individual company whose contract is being negotiated. 

2. Since the figures on gross national income have in- 
creased, a vise in profits over the past decade should be ex- 
pected. As one controller pointed out, his company’s profits 
have increased only 50 per cent., although national income 
has doubled since the last prewar year. 

3. The vate of return on net worth is no indication of 
what the stockholders actually get. It is not unusual for 
acompany to show profit figures indicating a 25 per cent. re- 
turn on net worth, and union officials frequently imply that 
stockholders actually receive this return. However, records 
show that stockholders in such companies seldom receive 
more than 6 per cent. of the market value of their stock in 
the form of annual dividends. 

4. The amount of profit on the company’s sales dollar is 
what counts. A recent poll showed that many union mem- 
bers think their companies should earn 10 cents on each 
sales dollar—although actual earnings run at 3 to 5 cents to 
the dollar, based on sales. 

5. Company “cost of living” has gone up, too—and the 
purchasing power of the company’s dollar has gone down. 
This entails larger expenditures for replacement, plant ex- 
pansion, inventories and other factors which make continued 
employment possible. 


Taxés on Steel Exceed Profits 


During the 12 years of 1935-46, tax collectors received 
more money from the steel industry than the industry 
earned as its net profits, the American Iron & Steel In- 
stitute announced recently. Average annual tax pay- 
ments were $311,000,000, while average annual earn- 
ings amounted to $187,000,000. Tax payments by the 
industry totaled over $3,737,000,000 whereas the indus- 
try’s profits totaled about $2,243,000,000. 


Electric Utilities’ Financial Gains Reported 


Reflecting to a large extent, it was reported, the more 
widespread use of depreciation accounting, accrued reserves 
for depreciation, in the privately-owned electric utility indus- 
try, increased from 10.8 per cent. of plant, or $1,495 millions, 
in 1937 to 22.3 per cent. of plant, or $3,327 millions, at the 
end of 1946. Those findings were released in a recent report 
of the Federal Power Commission which pointed out that the 
plant investment of the industry had risen in the 1937-1946 
period from $13,852 millions to $14,952 millions. The Com- 
mission stated that the increase of $1,100 millions repre- 
sented net additions after normal retirements. 

In addition to this, the industry achieved higher aggregate 
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common stock earnings as well as instituting rate changes 
which, the report said, “reduced charges to consumers by 
slightly more than $300 millions.” 





Urges Re-evaluation of Our Cost-Profit System 


There is urgent need for immediate re-evaluation 
and reappraisal of our entire cost and profit system. We 
continue to operate under a cost-and-profit concept 
which is merely a carry-over from the pioneering era of 
the United States. That phase of our American economy 
has undergone a phenomenal change. 

In the light of this fact, it would be the height of 
statesmanship if we forthrightly analyzed the cost of 
raw materials, manufacturing, marketing, advertising, 
wholesaling and retailing and, if need be, devise stand- 
ard formulae for the measurement of costs and profits. 
This certainly would be a much sounder course of pro- 
cedure and would remove any excuse for pointing an 
accusing finger at either manufacturers, wholesalers or 
retailers. 


Joseph Kolodny, President 
National Association of Wholesalers 











Security and Stability Legitimate Goals But Greatest Problem 
Is Avoidance of Periodic Mass Unemployment 

The desire for security and economic stability is a legiti- 
mate goal declares Dr. Emerson P. Schmidt, Director. of 
Economic Research, Chamber of Commerce of the United 
States, and no one can object to the interest of American 
workmen in 52 regular pay checks per year, and year after 
year. Company-by-company employment regularization 
techniques may bring much security to the workers, within 
the framework of a genuinely free society, and this may 
avoid much short-run unemployment. But our greatest task 
is the avoidance of periodic mass unemployment. To pre- 
vent this, the individual enterprise can take several crucial 
steps, he points out. 

“It can avoid speculation in inventories, an important 
factor in making for subsequent contraction. It can avoid 
the expansion of short-term credit for what should be long- 
term financing. This is one important phase of monetary 
Stabilization for which business firms themselves can assume 
a considerable measure of direct responsibility. Further- 
move, the manufacturer and the distributor, as an aid to 
prevent depression, should be ever alert to adapt produc- 
tion and distribution to changing tastes and demand—in- 
cluding the type, quality and prices of products. 

In order to be successful, these steps must be supported 
by moderate policies of organized labor and contra-cyclical 
policies of government. War, as an upsetting factor, must 
be eliminated. 

“We think we know what must be done to achieve rea- 
sonable security, but have we the wit to do what is re- 
quired?” 

That question of Dr. Schmidt’s—have we the wit to do 
what is required?—can be classified as the $64 Billion ques- 
tion-of-the-day. And the right answer is as necessary as it is 
difficult! 


—PAUL HAASE 
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Effective Labor Relations 


Excerpts from an address by O. C. Cool, 
director Labor Relations Institute, New York. 
Presented at the 16th Annual Meeting of the 
Controllers Institute of America. 


There are far too many managers who 
think in terms of contracts and courts 
instead of in terms of people and per- 
sonalities. If they believe that the Taft- 
Hartley Act will solve their labor prob- 
lems—as many do—they will have a 
rude awakening. 

The strike is the proof infallible that 
something is wrong between a company 
and its employees. Outlawing strikes, 
if it could be done by law or regulation, 
would be tantamount to outlawing a 


symptom instead of curing the disease. 

Some people think that the Labor- 
Management Relations (Taft-Hartley) 
Act will end all strikes by making them 
illegal. Actually, it will serve to make 
only one strike out of twenty subject to 
legal correction. 

The new law does not affect the right 
to strike for the two main causes that 
inspire workers to walk out and form a 
picket line. The first of these is the 
right to strike for higher wages, lower 
hours and better conditions of employ- 
ment. The second is for recognition 
when no other union has previously 
been certified as the bargaining agent for 


When are Pensions 


“Adequate”? 


Management confronts a puzzling 
problem in deciding the amounts of 
retirement benefits which should be 


provided. 


No standard rule is warranted, be- 
cause no two concerns face precisely 


the same circumstances. 


Practical aid in solving this problem 
is offered without obligation by the 
Pension Division of our Personal Trust 


Department. 


CHEMICAL 
BANK 


TRUST COMPANY 


Founded 1824 


MAIN OFFICE: 
165 BROADWAY, NEW YORK (15) 


BRANCH OFFICES: 


No. 
23rd St. 
29th St. 
44th St. 
46th St. — 
49th St. 


320 Broadway 
10th Ave. 
Sth Ave. 
Broadway 
Madison 
— Lexington 





Rockefeller Center 
11 West 51st Street 
20 West 52nd Street 

57th St. — 8th Ave. 

74th St. — Madison 

Brooklyn-50 Court St. 


the union. Strikes may also take place 
because of certain types of unfair labor 
practices that might be committed by 
management. 

The Act lists five different types of 
strikes as union unfair practices under 
the law, such as sympathy strikes, juris. 
dictional strikes, and so forth—but less 
than 5 per cent. of all the strikes in the 
first year after V-J Day were in this 
category. Only one strike out of forty 
was a jurisdictional strike. In short, 
only one strike out of twenty or more 
is insured against by the law. The other 
95 per cent. are preventable only 
through good labor relations. 

In the heyday of the old Wagner Act 
and the pre-Taft-Hartley National Labor 
Relations Board, the employer was often 
justifiably afraid to do many things that 
reason defines as fundamental to good 
human relations. The tendency, there- 
fore, was to do as little as possible, and 
to use the union as a scapegoat for 
everything that went wrong. Happily 
those days are gone; I trust, forever. 
The right of free speech has been te- 
stored; the closed shop has been out- 
lawed; the equities have been balanced 
as between union and employer—and 
the latter’s desire to have good human 
relations with his own employees can 
be safely and surely implemented. 

There are many things which combine 
to constitute a sound labor relations pro- 
gram. Here are the ones I would place 
uppermost in establishing a new plan or 
in evaluating an old one: 


1. Job Security. It is impossible to over- 
estimate this factor. The employee who feels 
insecure, whether his feeling be justified or 
not, is like the proverbial bad apple in the 
barrel. He simply cannot keep from spreading 
his fears and worries around the plant. Inse- 
curity is the tap-root of unionism, which makes 
its greatest gains where suspicion and distrust 
hold sway. Everything that counters and over- 
comes the fear of separation from the job is 
in the interest of good labor relations. 

Let me add, in this connection, that a worker 
can be completely devoted to his employer and 
still feel insecure. Economics have a way of 
transcending personal relations—as when fe- 
ceding sales interpret themselves in layoff sta- 
tistics, or when rising food and other prices 
jeopardise the worker's ability to meet his 
mortgage or pay for his wife’s new baby. An 
intelligent employee feels he has a right to 
know how things are going with the company, 
because everything he has is at stake. He ap- 
preciates the kind of assistance we lump under 
the catch-all of “employee counseling,’ which 
helps him face the outside world unafraid. He 
also deserves protection against rumors which 
make him feel insecure. 

2. Significance as an individual. This involves 
respect of the worker as an individual human 
being with a personality all his own. He is a 
name, not a number. Wherever the latter must 
be used, for the sake of convenience in record 
keeping, it must not reduce /im to a cipher on 
a list of numbers. Good labor relations re- 
spects his individual dignity in many other 
ways—by giving him every possible choice in 
the selection of team-mates; by coupling 4 
“reason why” with every order or plant regu- 
lation; by protecting his health through safety 
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FREE’ FOLDER tells 16 specific ways to increase output 
and reduce manufacturing costs. Phone the Remington Rand 
office in your city or write Systems Division, 315 Fourth 
Ave., New York 10, requesting your copy of KD-367. 


Remingion Rand 


THE FIRST NAME IN BUSINESS SYSTEMS 














... A Synchronized Materials and 
Production Control System That: 


BOOSTS OUTPUT... 
SIMPLIFIES PROCEDURES... 
REDUCES “BREAK-EVEN” POINT | | 


Every factory department gains when operations are simplified 
-and integrated—under Remington Rand’s system of Synchro- 
nized Materials and Production Control. 

It’s been accomplished time after time, in all types of industry, 
in small as well as large plants ...this system prevents production 
bottlenecks ... makes fuller, more economical use of machine 
capacity and workers’ time . .. puts ordering of materials and com- 
ponent parts on an accurate, planned basis with proper allowance 
for vendor’s lead time and shop flow time...assures adequate 
yet non-excessive stocks purchased to your best advantage... 
furnishes a sound, factual basis for making delivery promises 

.and provides the necessary day to day follow-up to assure 
those deliveries. 





The system is flexible... easily tailored to the exact require- 
ments of your plant by production-minded Remington Rand 
installation specialists. Their new methods simplification tech- 
niques may save you a large annual sum — plus reduction in 
clerical costs. 

You want more production... you want simpler. less costly 
procedures and you want a lower break-even point. Wait no 
longer. Get in touch with Remington Rand today. The folder 
shown at the left will give you preliminary facts. 
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The Care of Securities 


In the care of your own investment hold- 
ings or those under your supervision you can 
be freed of detail and obtain safekeeping, 
investment, and other important services 
through the facilities afforded by this com- 


pany. 


A Custody Account provides safekeeping of 
holdings, collection of income and other 
services, and the important advantage of 
readily available facilities in the financial 
center for purchase, sale, receipt, and de- 
livery of securities on owners’ instructions. 
An Investment Agency Account provides 
physical care of securities as in a Custody 


Account and investment advice and service. 


We shall be pleased to furnish descriptive 


booklets and fee schedules on request. 


Guaranty Trust Company 
of New York 


Capital Funds, $360,000,000 
140 Broadway 
New York 15 
Fifth Ave. at 44th St. Madison Ave. at 60th St. 
New York 18 New York 21 
40 Rockefeller Plaza 

New York 20 

LONDON PARIS BRUSSELS 











and sanitation; by giving him adequate and 
attractive facilities for eating lunch and spend. 
ing rest periods; by providing planned rece. 
ation and social activities, and by making the 
most of every opportunity to give individual 
workers a chance to “be somebody,” in their 
own eyes and in those of their fellow-em. 
ployees. 

3. A chance to get ahead. Some employees 
are less advancement-minded than others, but 
this does not argue against training plans and 
promotion schedules which give everyone a 
chance to earn more money and do work jn. 
volving higher skills or more _ intelligence, 
“Where do I go from here?” is still a funda. 
mental question with the majority of employees, 
Our traditional American system has placed 
a tremendous social premium upon “getting 
ahead in the world.” The trustees of this so- 
cial force are the managers of business; the 
only way to keep it a force for good is to see 
that it is used—and used properly. 

4. Fair-and-square compensation. This in- 
volves not only the removal of inequities 
within the plant and in the area, so that 
everyone doing the same work receives the 
same wage-rate, but also the elimination of 
puzzling or intricate methods of computing 
piece-work pay or incentive wages. It is re- 
garded among labor relations experts as a basic 
“»cdamental that every worker should be able 
o © mpute his own pay. If he cannot do so 
i. observable facts and a knowledge of the 
plan, then suspicion and resentment are in- 
evitable. 

5. A formal grievance procedure. “Free 
speech” and personal contact between employer 
and employee are no substitute for a formal- 
ized grievance system, which permits every 
employee to make his own complaint to his 
forgman, with the knowledge that if the su- 
pervisor’s decision is not favorable, he can ap- 
peal to someone higher up for a final answer. 
The fault with many grievance systems is that 
no one is encouraged to use them. When a 
stigma, or reprisals, follow the filing of a com- 
plaint, then these resentments are walled off. 
Eventually they flare up or explode. A very 
wise employer told me, recently, ““We have 
learned more about how to manage from our 
grievance system than from all other sources 
put together.” 

6. Good faith in all dealings. Both the law 
and the rank-and-file employees expect a com- 
pany to deal in good faith with the union 
that has been chosen by the workers to repre- 
sent them, and which has been duly certified 
as the bargaining agent by the NLRB. When a 
union subsequently charges the employer with 
not acting in good faith, it is really appealing 
as much to the public and the firm’s employees 
as it is to the administrative agency enforcing 
the law. Of course, ‘‘good faith” is not just a 
matter of union relations; it permeates every 
relationship between employer and employee. 
One of our national traits is respect for sin- 
cerity: a man may be entirely wrong, but if 
we feel he is sincere, we admire him still. 
That is why sincerity is a potent force in pre- 
serving good labor relations. 





Industry Needs $45 Billion 

American industry is under-capitalized 
by more than $45 billion, David M. 
Freudenthal, a New York consulting 
treasurer, recently told the Controller's 
Group of Northern Illinois. Mr. Freu- 
denthal said that the tax structure has 
greatly shrunk availability of venture 
capital and “the inheritance tax has 
forced capital out of the corporate struc- 
ture into private hands in order to insure 
continuity of management for the next 
generation.” 
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23 Nationally-Known Corporations 
Have Bought 
31009 Burroughs Calculators 


AN AVERAGE OF MORE THAN 


A THOUSAND CALCULATORS PER USER 


Figuring is a big production job with large 
corporations. In order to reduce expenses and 
get faster, more accurate work, they want 
their office people to have the best possible 
production tools. They test—compare—make 
careful time studies of all types of machines. 
When such companies buy —and keep on buying 
—a calculator, you can be sure that calculator 
has been proved faster and more efficient for 
the work! 


Maybe your work doesn’t call for a 
thousand or more calculators. Even 


if you need only one, you can still 
enjoy the same cost-saving advantages 
This 


that Burroughs Calculators give new Burroughs—the 


America’s largest corporations. Ask calculator with the built-in 
your Burroughs representative to memory—accumulates totals 
show you the calculator best suited to automatically . . . gives you 


your particular problem. Burroughs EASIER TO LEARN Pee et ntinlienh ont 
Addi Machi C D : FASTER TO OPERATE putations and the net result 
ing Machine Company, Detroit or grand total without time- 


32, Michigan. wasting rehandling of figures. 


WHEREVER THERE'S BUSINESS THERE'S BURROUGHS 
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Designing Procedures and Diagnosing 
Corporate Operations 


Excerpts from an address by Arthur H. Kent, 
general auditor, Standard Oil Company of Cal- 
ifornia, San Francisco. Presented at the 16th 
Annual Meeting of the Controllers Institute. 


Let us consider the situation which 
confronts the top management of a large 
business concern. It has the responsibil- 
ity for the profitable operation of the 
business. Capital has been provided, 
employees hired, plants and other fa- 
cilities built; products are being manu- 
factured, policies and programs estab- 
lished. All the wheels of business are 
in motion. 

Thousands, perhaps tens of thousands, 
of company employees are carrying on 








Complements 


Wares you come right 
down to it, there is only one 
difference between an un- 
biased survey of your insur- 
ance affairs and an audit of 
your accounts. Both are pre- 
cautionary measures and 
both are concerned with 
your financial position. 
However, the audit estab- 
lishes your financial position 
as is, whereas air insurance 
survey determines what it 
may be if your assets or earn- 
ing capacity are destroyed or 
injured by casualties. One 


complements the other. 


JOHN R. BLADES 


Insurance Adviser 
50 Church St., New York 7, N. Y. 





Established 1926 
NO INSURANCE SOLD 

















diverse operations in sundry places 
throughout the year—millions of trans- 
actions, vast sums of money going out 
and coming in. A great kaleidoscope of 
movement—men, materials and money. 
The army of Business is on the march. 

But one serious necessity then faces 
top management—that of knowing 
whether all these vast transactions spell 
“profit” or not. 

If a man owns a small business em- 
ploying perhaps a dozen people, he can 
keep in touch quite easily with opera- 
tions. He can talk with each man each 
day. He can see everything that hap- 
pens; write his own checks, pay his own 
bills himself, and know just where he 
stands. But in a large business, top 
management is too far away to conduct 
business in a personalized basis. It will 
have personal contacts and correspond- 
ence with various lower levels of man- 
agement, but its primary source of 
knowledge as to conditions is figures 
the language of business. 





VALUE OF FIGURES 


One of the greatest captains of Ameri- 
can industry once said, “I charted my 
course by figures, nothing but figures. 
A man should study figures, figures, fig- 
ures and apply them to his business. 
Figures come first, always.” 

Sometimes people speak a little pa- 
tronizingly of the dull life of those who 
handle what they term ‘dry, dusty fig- 
ures.” What pitiful ignorance! What 
supreme rubbish! Is the life of a news- 
paper man considered dull? The peo- 
ple who are handling figures in a large 
company are the newspaper men of bust- 
ness. They are gathering, publishing and 
interpreting the daily actions of the op- 
erating men of their company. They 
are writing the fascinating History of 
Business. 

The program of accounting has two 
broad phases: first, the original record- 
ing of the transaction by the individual 
who performs it; second, the processing 
of these transactions, so that over-all 
business effects may be demonstrated. 
In the first phase, we recognize that 
every employee is, in essence, an ac- 
countant—since, in the record he com- 
piles, he gives an accounting of his 
work. This compilation of original data 
results in a tremendous volume of papers 
describing various and sundry opera- 
tions. Some of them, such as invoices, 
are carried to the point of showing the 
monetary value of the transaction. 
Others, such as time slips, are not. Also, 
many documents cover transactions 
which are, in general of a like nature. 


The controller is responsible for seeing that 
well-designed documents are provided, so that 
this basic information can be recorded in as 
simple and uniform a manner as possible, thus 
facilitating the “processing” work that follows. 

The second phase of the program is that inp 
which, through a series of steps, all these 
original documents are accumulated, evaluated 
sorted and condensed into relatively few state. 
ments, which will supply the various levels of 
management with information necessary to the 
conduct of current operations, and assist in 
charting the future course of the company. 

To receive and process all the transactions 
of a business is so tremendous an affair that 
scarcely anyone grasps its immensity or visual- 
izes the snowstorm of paper that passes through 
it. For example, one of several Pacific Coast 
offices of a single oil company handled, last 
year, over 7,000,000 credit card sales invoices 
—8], tons of paper! This vast accumulation of 
4 x 5 inch tickets would paper a wall ten-feet 
high and 30 miles long! More than half a mil- 
lion sales invoices of another type were proc- 
essed by this office in the same period. Add 
cash reports, invoices, stock reports, time slips, 
and the like. Multiply these by the many Dis- 
tricts and Departments, and the figures border 
on the astronomical. 

Obviously, the designing of a system that 
shall simply and efficiently process all the 
transactions of a business, so as to promptly 
and adequately meet the needs of management, 
is a tremendous responsibility. 

Each successive process through which the 
figures on the original documents have passed 
produces greater condensation and makes it 
more difficult to detect the presence of errors— 
which might actually distort final results. 
Hence some provision must be made whereby 
the controller and operating management can 
be advised as to whether basic data is sound 
and accurate, or otherwise; whether the vari- 
ous processing offices are operating as expected, 
and whether unsatisfactory conditions actually 
exist which are not visible in the condensed 
figures. 

Hence the importance of the internal audit- 
ing staff, which, because they are constantly 
visiting and studying operations and _ related 
records on the ground, are in a preferred po- 
sition to carry out four important functions— 
verifying the accuracy of original data; ascer- 
taining that internal controls are sound and in 
accurate operation; performing management 
auditing, and helping to educate employees in 
the matter of business requirements. 


MANAGEMENT AUDITING 


Management auditing is the dynamic, out- 
standingly constructive element in internal au- 
diting. It is the modern, progressive concept 
that transforms the auditor from a ‘‘checker of 
records’”’ into a business analyst. It involves ex- 
amining records to determine whether cus- 
tomers, employees and agents are receiving the 
type of service that will make for good rela- 
tions; whether unnecessary losses are taking 
place; what sort of judgment is being exer- 
cised, and whether company policies are being 
followed. In other words, we are not confining 
our efforts to simplify checking accounting ac- 
curacy. 

We have come quite a distance in recent 
years from the auditor who added columns of 
figures, possessed his own special check-mark, 
made mountains out of mole-hills; who has- 
tened to count the petty cash, whose greatest 
ambition was to discover a defalcation, and 
the reason for whose business existence was 
almost unknown to operating management. We 
have come a long way from such a type of au- 
ditor to the men who are bringing about the 
recognition of a new professional group—the 
analytical, management-minded auditor with a 
goal of constructive usefulness to the over-all 
interests of his company. 
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This man, 





this year, 
will eliminate 
waste and inefficiency 


in hundreds of 


U. S. businesses 


A Diebold systems survey of your record-handling 
operations may result in work simplification . . . 


greater efficiency . . . and considerable savings for you. 


Let a Diebold Man survey your record- 
handling operations at no cost to you. Dietold 
makes al/ four types of record equipment, 

so the Diebold Man’s recommendation 
is unbiased. He is a specialist in properly 
fitting equipment facilities to job 
requirements. Look up Diebold in 
your phone book or write—Diebold, Inc., 
1523 Fifth St., S.W., Canton 2, Ohio. 


If vertical filing is the answer to your problem— 
V-Line Posting Trays are recommended for ma- 
chine and hand posting jobs. They speed finding, 
filing and posting... fit most form sizes... 
protect records from becoming dog-eared ... 
expand and contract easily ... encourage 
correct guiding... save space and money. 
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MICROFILM ¢ ROTARY, VERTICAL AND VISIBLE FILING EQUIPMENT + SAFES, CHESTS AND VAULT DOORS « BANK VAULT EQUIPMENT+ BURGLAR ALARMS 
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No Banking “Dunkirk” Foreseen 


If Financial Crisis Comes 


Are we likely to experience a bank- 
ing debacle like that of 1933 if we again 
run into a serious depression? asks Ar- 
thur A. Ballantine, of Root, Ballantine, 
Harlan, Bushby & Palmer (New York) 
in his article “When All the Banks 
Closed” in the March, 1948, Number 
of the HARvARD BusINEss REVIEW. Mr. 
Ballantine was Under Secretary of the 
Treasury during the close of Hoover's 
administration and the beginning of 
Roosevelt’s. 

Mr. Ballantine does not fear “‘an- 
other banking Dunkirk.” 

“Bank deposits today appear much 
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more securely serviceable than in 1933. 
Vast war expenditures, financed largely 
through government debt, have swelled 
deposits to a total of about $154 bil- 
lion. Paper currency—over 85 per cent. 
Federal Reserve notes—has expanded 
to approximately $29 billion, and Treas- 
ury gold stock has reached some $22 
billion. 

In stating that the stability of the 
assets of the banks is far more assured 
than it was in 1933, Mr. Ballantine 
pointed to the facts that not less than 
one-half of such assets consist of gov- 
ernment securities and that cash re- 
serves and cash on hand approximate 
two-thirds of the total. Thus, should 
a crash be threatened, he feels that bank 
examiners would not insist upon any- 
thing like the hurried liquidation of 
loans and collateral which was respon- 
sible for so much of the post-1929 de- 
bacle. 

“The protective legal framework is 
far stronger than in 1933,” he said. 
“The Gold Reserve Act of 1934, re- 
ferred to as creating the present ‘stream- 
lined gold standard,’ permanently trans- 
ferred all gold to the Treasury and 
took out of circulation gold certificates, 
leaving them only with Federal Re- 
serve Banks. Under the present provi- 
sion there could be no new rush for 
gold. Federal insurance of deposits in 
insured banks up to $5,000 is a deter- 
rent to the beginning of bank runs.” 

Today more of the banks are mem-. 
bers of the Federal Reserve System, of 
special importance is the increased abil- 
ity of the Federal Reserve Banks, 
through greater freedom in lending, to 
provide banking liquidity, according to 
Mr. Ballantine. 

“As the President has never declared 
the termination of the banking emer- 
gency of 1933, the Emergency Act re- 
mains in effect with its emergency cur- 
rency provisions. 

“The year 1933 taught lessons in 
cooperation and prompt government 
action,” Mr. Ballantine said. “My own 
chief reflection on the bank closing is 
that the calamitous and humiliating 
episode might have been avoided. Un- 
deniably the banking structure had 
weaknesses; yet, had it been possible at 
the critical time to continue to accom- 
plish the necessary steps, particularly in 
Congress, those weaknesses would not 
have led to the national closing with 
its widespread hardship and destruction 
of purchasing power so needed for re- 
covery. 

“Here we enter into the realm of 
opinion. There are thinkers who re- 
gard the closing as an ‘inexorable ad- 


justment bound to come into the open 
eventually,’ or as ‘a culmination of de. 
velopments that had been under way 
since the beginning of the depression 
in 1929.’ In this view preventive mea- 
sures—the Reconstruction Finance Cor. 
poration loans—have been stated to 
have been ‘mere checks’ on the ultimate 
disaster. 

“All such comment seems to me to 
rest upon a pessimistic hindsight. ‘In. 
evitability’ of closing was by no means 
apparent to participants in the struggle 
to keep the banks open and is not ap- 
parent now. The actual outcome de- 
pended not on weaknesses involved in a 
state of facts existing at a particular 
time, but on all that might happen 
afterwards with the assistance of intel- 
ligent government action. 


HOLDING THE LINE 


“The measures of assistance first 
worked out were wise steps. Interpos- 
ing the Reconstruction Finance Corpo- 
ration as a barrier against disaster was 
a courageous and timely move. It 
proved to be an economical move as 
well. . . . The difficulty proved to be 
not in devising measures but in holding 
the line to the end so that the measures 
could be perfected. : 

“The Michigan closing was very 
nearly a decisive downward move. Yet 
that closing came about not inevitably 
but largely as a result of the stubborn- 
ness of Senator Couzens, matched by the 
suspiciousness of Henry Ford, who could 
not get over the thought that all was 
a plot against him personally. In my 
belief, a change in the position of either 
would have made possible the avoid- 
ance of that critical downward move. 

“The disastrous development of the 
last days generally would not have oc- 
curred, I think, had it been politically 
possible to accomplish in January or 
February what was done in March after 
the new Administration came into 
power. The banks closed on March 6 
and could not have been successfully re- 
opened in the week of March 13 if they 
had really been but ‘the ruin and debris 
of a once-powerful banking empire.’ 

“The difficulty was that President 
Hoover, with no power in Congress, 
wanted to do or join in doing every- 
thing to avoid a general banking deba- 
cle, while President-elect Roosevelt was 
against assuming affirmative responsi- 
bility until he came into office. Here 
was a most unfortunate impasse. 

“To Mr. Roosevelt it might have 
seemed best for the effectiveness of new 
measures, and not merely politically 
best, to take action only after the banks 
were mired in a crisis, in spite of all the 
tragedies that the miring was sure to 
bring about. Of course Mr. Roosevelt 
could not have given the critical assur- 
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ance, so much sought by President 
Hoover, that the dollar would not be 
devalued, for devaluation was clearly in 
contemplation in the incoming Pres- 
ident’s mind, either as a definite plan 
or as a strong possibility. .. . 

“The provisions of the Emergency 
Banking Act furnishing the additional 
machinery for banking recovery were 
worked out by the old Administration 
in cooperation with established agen- 
cies, not by the new Administration, 
and theoretically the act might just as 
well have been passed by the expiring 
Congress as by the new Congress in 
special session. True, actual closing 
of the banks gave a dramatic setting 
for the passage of the measure. But it 
is hard to believe that the joint or par- 
allel backing of such a measure by the 
President and the President-elect would 
not have carried it through before the 
banks closed . . . or that final remedial 
steps could not have been taken in time 
for avoidance of that calamity.” 

However, Mr. Ballantine feels that 
the set-up for timely avoidance is far 
stronger than it was in 1933. He feels 
that should conditions develop again 
threatening a possible assault on the 
banks, the threat would be far less 
dangerous. 


International Accounting 
Congress to Meet in 
Paris, May 10 


An International Congress on Account- 
ing is scheduled to be held in Paris, 
France, May 10-15 this year. This con- 
gress will constitute the revival of the In- 
ternational Congress which took place in 
the past at Montreal, New York, Amster- 
dam, London and Berlin. The initiative in 
organizing the Congress comes from the 
board of directors of the French National 
Order of ‘‘Experts-Comptables et Comp- 
tables Agrees.” 

Mr. Paul Caujolle, President of the 
French organization, has invited members 
of the Controllers Institute to take part 
in the proceedings. A full program is 
now being forwarded from Paris; in the 
meantime, Institute headquarters have re- 
ceived two information bulletins and the 
translation of a summary of matters 
which will be included in the agenda, 
Further information as to agenda will be 
sent to interested members as soon as it 
is available. It is hoped that at least one 
American controller or financial officer, 
who may have business in Europe during 
May, will be able to represent The Insti- 
tute in this International Congress of Ac- 
counting. 

The headquarters of the previous com- 
mittee had regularly been located in Ber- 
lin prior to the war. Berlin was the head- 
quarters of the Wirtschaftsprufer Insti- 
tute, which organized the Berlin Congress. 
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How many dogs 
in your order file 7 


Dogs in your backlog always put the 
bite on you when you least expect it. 


Worst of all are the mongrels that 
chew you where it hurts most. Like 
the orders from an industry, trade or 
territory that is most vulnerable to a 
slump. And the orders for your weak 
items that hobble production and 
hike costs of your strong items. 


Back orders that can trip up the 
continuity of your business in the 
months ahead are “sleeping dogs” 
that you just can’t afford to “let lie.” 


But how can you make them quick- 
ly accessible to analysis by product, 
customer, industry, territory or other 
category? 

Keysort cards and machines put 
all the facts at your fingertips fast 
and fresh ... when you need them 
most. Sales or inventory facts, cost 








or control facts, production or per- 
sonnel facts... McBee makes them 
easily, quickly available. 

For 40 years, McBee has been a 
boon to auditors, accountants and 
management. Why not talk over your 
problem with a McBee man? 





KEYSORT is easv to learn, easy to use, 
requires no specialized job training... 
increases the individual work output 
without increase of individual effort. 
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Mr. H. R. Lange was recently named 
vice president in charge of finance and 
accounting of Cutter Laboratories, 
Berkeley, California. Mr. Lange joined 
Cutter Laboratories in 1945 as con- 
troller and will continue to hold that 
position in addition to his new respon- 
sibilities. He was formerly assistant 
treasurer and controller for the Betten- 
dorf plant of the Campbell, Wyant and 
Cannon Foundry Company. Prior to 
that he was associated with Wilson 
Sporting Goods Company, in Chicago, 
as general auditor, following service 
with the Studebaker Corporation, in 
South Bend, Indiana. Mr. Lange, now 
a member of the San Francisco Control 
of The Institute, was a charter member 
and a director of the Quad-Cities Con- 
trol. 


Mr. Herbert E. Holt, holder of cer- 
tificate 520 of The Institute, by virtue 
of election in August, 1935, has been 
elected assistant treasurer of Hilton 
Hotels Corporation, of Chicago. 


Mr. Donald W. Hunter, division con- 
troller of Pillsbury Mills, Inc., feed di- 
vision, Clinton, Iowa, has been made 
secretary of the Quad-Cities Control, 
succeeding the late Mr. J. Arthur 
Thompson. 


Mr. Henry C. T. Palmer is now serv- 
ing as supervising accountant of Capi- 
tal Airlines, Washington, D. C. Mr. 
Palmer, who is a member of The In- 
stitute, previously held the position of 
controller of Roosevelt Oil Service, in 
York, Pennsylvania. 


Mr. Donald K. Oakley, formerly vice 
president and executive controller of 
the Consolidated Grocers Corporation, 
of Chicago, was elected vice president 
and treasurer of the firm at the annual 
meeting of directors, following the re- 
cent annual meeting of stockholders. 


Mr. R. B. Gookin has been named 
assistant comptroller of H. J. Heinz 
Company, Pittsburgh. Mr. Gookin 
joined the firm in 1945, following serv- 
ice with Consolidated Steel Corpora- 
tion. 


Mr. W. E. Penney, formerly auditor, 
is now comptroller of Citizens National 
Trust and Savings Bank, of Los An- 
geles. 

Mr. William D. MacKinnon has been 
advanced from auditor to comptroller 
of Merchants National Bank, of Boston. 


Mr. Harry P. Hill has been appointed 
cashier of South Texas Commercial Na- 


tional Bank, of Houston, Texas. Mr. 
Hill previously held the position of 
comptroller. 


Appointment of Mr. Alois Konecny, 
Jr., of Springfield, New Jersey, as con- 
troller of the General Instrument Cor- 
poration, Elizabeth, New Jersey, and its 
subsidiary, the F. W. Sickles Company 
of Chicopee, Massachusetts, was an- 
nounced recently by Mr. Richard E. 
Laux, executive vice president of Gen- 
eral Instrument and president of the 
Sickles Company. Mr. Konecny had 
been associated with the Lawyers Title 
and Trust Company of New York and 
the New York State Insurance Depart- 
ment. 


Mr. Ben Marks, formerly controller, 
has been elected executive vice president 
of the Times Square Stores Corpora- 
tion, of New York. 


Mr. William K. Donald of Masback 
Hardware Company, Inc., of New York, 
is now treasurer of his company. Mr. 
Donald, a member of The Controllers 
Institute, formerly held the title of con- 
troller. 


Lawrence G. Williams, assistant treas- 
urer and assistant secretary, of Trinity 
Portland Cement Company, Dallas, has 
been transferred to the company’s Chi- 
cago offices of the General Portland 
Cement Co., where he holds the same 
titles. Mr. Williams was serving as pres- 
ident of the Dallas Control of The In- 
stitute, and has now been succeeded by 


Felix H. Tucker. 


W. Brooks George, Controller and 
Assistant to the President of Larus & 
Brother Company, has been named 

Foster Richmond’sout- 
standing young 
man in civic af- 
fairs for 1947. 
He also re- 
ceived the 
United States 
Junior Chamber 
of Commerce’s 
award as Vir- 
ginia’s young 
man of the 
year. 

A member of 
the Controllers Institute, Mr. George 
was, last year, president of the Rich- 
mond Junior Chamber of Commerce; a 
member of the board of directors of the 
Richmond Citizens’ Association, Vir- 
ginia Manufacturers’ Association, Sal- 
vation Army and Virginia Junior Cham- 
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MR. GEORGE 


ed 


ber of Commerce; and is president of 
the Windsor Farms Citizens’ Associa- 
tion.-A graduate of the College of Wil- 
liam and Mary, he is a certified public 
accountant, a member of Phi Beta Kappa 
and Omicorn Delta Kapa. 


Newman-Schmidt 


Walter H. 
Dupka, a Direc. 
tor and Vice. 
President of the 
Controllers In- 
stitute, was re- 
cently elected a 
director and 
member of the 
Executive Com- 
mittee of Jones 
& Laughlin 
Steel Corpora- 
tion. These 
posts are in addition to his present po- 
sition as Vice-President and Controller 
of the corporation. 

A native of Buffalo, N. Y., Mr. 
Dupka was Comptroller of the former 
Lackawanna Steel Company, 1918-22. 
He joined the organization of Jones & 
Laughlin Steel first as Chief Statistician 
in 1923. He was later appointed As- 
sistant Controller, in 1924; Controller, 
1928; and Vice-President, 1947. 





MR. DUPKA 


B. W. Maxey, Chief Cost Accountant 
of the Glidden Company since 1942, has 
been promoted to Controller. 


Walter I. Conroy, a member of the 
Controllers Institute, has been promoted 
to Vice-President and Controller of the 
Bronx County Trust Company. 


A. A. Buzzi has been named Assistant 
Treasurer of Shell Oil Company, Inc., 
to replace William H. Garbade, who re- 
cently became President of the Deep 
Rock Oil Corporation, Tulsa, Okla. 


Textron, Inc., in New York, recently 
named Franklin H. Kissner as Vice- 
President, Oliver May as Treasurer, and 
Elmer Hennig as Assistant Treasurer. 
Mr. Kissner was formerly Controller 
and Mr. May, Assistant Treasurer. 


Colonel Russell M. Riggins, holder of 
certificate 107 of the Controllers Insti- 
tute, has announced the opening of a 
management and tax consultant office in 
Houston, Texas, under the firm name of 
Russell M. Riggins, Certified Public Ac- 
countant. Until recently, Colonel Rig- 
gins -was the Comptroller of Parke, 
Davis & Company, of Detroit. Prior to 
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that, he was connected with Phillips Pe- 
troleum Company, as Comptroller and 
Treasurer. During World War II, 
while serving on the staff of the Chief 
of Ordnance at Washington, D. C., he 
received the Legion of Merit. 


Appointment of Monteath Ruston to 
the newly created post of Controller of 
Francis H. Leggett & Co., of New York, 
was announced recently. Prior to the 
war, Mr. Ruston was a partner in the 

ublic accounting firm of Deloitte, 
Plender & Griffiths & Company. 


William F. Schreiber has been named 
Associate Comptroller of Erie County 
Savings Bank of Buffalo, N. Y. 


Henry C. Perry, Secretary and Treas- 
urer of The Heywood-Wakefield Com- 
any, Gardner, Mass., and a past Pres- 
ident of the Controllers Institute, and 
Paul Haase, Assistant Managing Direc- 
tor of the Institute, have accepted ap- 
pointment to the Advisory Council of 
the Second Annual Executive’s School 
of Credit and Financial Management. 
This will be held at the University of 
Wisconsin, in Madison, from August 
22 through September 4, this year. The 
Executive’s School is sponsored by the 
National Association of Credit Men and 
the National Institute of Credit. 


At a recent meeting of the Board of 
Directors, C. A. Andrews was elected 
a Vice-President of the Lehigh and New 
England Railroad Company in addition 
to his duties as Comptroller, with head- 
uarters at Bethlehem, Pa., as hereto- 
+g Mr. Andrews is holder of Mem- 
bership No. 195 in the Controllers 
Institute. 


At the recent annual meeting of the 
Directors of the Baker Ice Machine Co., 
Inc., in South Windham, Maine, Albert 
F. Milton was elected Treasurer of the 
company. In addition to this new re- 
sponsibility, Mr. Milton will continue 
to act as Chairman of the Executive 
Committee of the Board of Directors 
and Secretary of the company. He is 
also a Director of the subsidiary North- 
west Baker Ice Machine Co., Inc., of 
Seattle, Wash. 

Mr. Milton became associated with 
Baker in 1945 when the company was 
purchased by the Equity Group of com- 
panies. Since then he has combined an 
active part in its management along 
with his other business interests which 
include Directorships on the Boards of 
the General Reinsurance Corp. and the 
North Star Reinsurance Corp. 


Mr. W. P. Taliaferro, Jr., who has 
been associated with Miller & Rhoads, 
Inc., of Richmond, Virginia, since 1945, 
was recently elected treasurer. 
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Mr. Louis W. Conover, secretary and 
treasurer of Susquehanna Mills, Inc., 
New York, has been elected to the board 
of directors of the company. Mr. Con- 
over was elected to membership in The 
Institute in September, 1938. 


Mr. Richard A. Hohfeler has formed 
the firm of Richard A. Hohfeler & As- 
sociates, of Chicago, management con- 
sultants. Previously, Mr. Hohfeler held 
the position of operating vice president 
and controller of Lytton’s, Chicago, and 
will continue to serve that organization 
on the board of directors. 3 


Mr. Charles H. Dugdale has been ap- 
pointed controller of the Woburn 
Chemical Corporation of Harrison, New 
Jersey. 


William H. Emes, Controller of the 
companies of the America Fore Insur- 
ance Group, recently celebrated his 50th 
year of service with the organization. 
He was honored at a dinner at the Hotel 
Pennsylvania in New York. 


Two members of the Controllers In- 
stitute of America participated in the 
Institute on Business fonds, which was 
featured as a part of the 75th Anniver- 
sary observation of the University of 
Toledo. They are J. B. Fenner, Treas- 
urer, Electric Auto-Lite Company, and 
E. P. Heiles, Controller, Surface Com- 
bustion Company. Mr. Fenner is a past 
president of the Cleveland Control of 
The Institute, and Mr. Heiles is cur- 
rently serving as president of the Con- 
trol. 


T. C. Davis, holder of membership 
No. 336 in the Controllers Institute, 
was recently elected to Treasurer of 
E. I. du Pont de Nemours & Company, 
of Wilmington, Del., succeeding Wal- 
ter J. Beadle. Mr. Davis was formerly 
Assistant Treasurer. 


Edward F. Lyle, Comptroller of City 
National Bank & Trust Co., of Kansas 
City, is now serving as Second Vice Pres- 
ident of the National Association of 
Bank Auditors and Comptrollers. At 
the same time it was announced that 
Arthur R. Burbett, Comptroller of the 
First National Bank of Baltimore, had 
been elected to serve on the NABAC 
executive committee. Both Mr. Lyle 
and Mr. Burbett are members of the 
Controllers Institute, and have previ- 
ously served as presidents of their re- 
spective local Controls in Kansas City 
and Baltimore. 








To Sell a Business Quickly 
CONSULT 
B. F. GUDWIN AND CO. 
135 Broadway, N. Y. C. Barclay 7-3137 


A reliable agency acting as broker for the 
sale and purchase of business organizations. 
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Merrill J. Ferree, for 10 years Con- 
troller and Assistant Controller of the 
Great Lakes Carbon Corporation, Chi- 
cago, now holds 
the office of 
Controller of 
Marchant Cal- 
culating Ma- 
chine Company, 
Oakland, Calif. 

A graduate 
of the Univer- 
sity of Missouri, 
Mr. Ferree ob- 
tained his Ohio 

; certificate as a 

MR. FERREE Certified Public 
Accountant in 1935. He was affiliated 
with the budget control departments of 
the Kroger Company in Cincinnati, 
Cleveland and Pittsburgh before his 
connection with the Great Lakes Car- 
bon Corporation. He holds member- 
ship in the Controllers Institute. 





Wilfred H. Sigerson, holder of cer- 
tificate 41 in the Controllers Institute 
by virtue of election in January, 1932, 
recently sailed for Athens, whete he 
will be in charge of Budget and Ac- 
counts Branch of the American Mission 
for Aid to Greece. Mr. Sigerson was 
formerly affiliated with Republic Indus- 
tries, Inc., in New York City. 


Sturdy: Low-priced: 
Weight 12 lbs.: Easy to 
learn: New back trans- 
fer device speeds up cal- 
culations. 


BULLETIN 
ipP—43 











e Automatic total and non- 
add ke 

e Automatic subtract key 

e Repeat and multiply key 

e Credit balance 

e Electric—Quiet 


SOLE DISTRIBUTORS FOR U.S.A 


IVAN SORVALL, INC. 
210 FIFTH AVE., NEW YORK 10, N. Y. 


ASK FOR 
BULLETIN 
lP—45 








210 The Controller, April, 1948 
« ' 
Now YOU can obtain... aes 


To Boom’s Duration 


¢ 4 | 7 Capital needs will be harder to finance 
\ \ 7 4 in 1948 than they were this year, and in Tk 
aN 


Pe. 








the tightness of the money supply—rather Easte 
than in the demand for the nation’s ip. died 
- Kk J VE RY a asia Dah the = to how a 
Bd ong the present inflation will last. This : 
i' s2iteaae a 4 “ is the view expressed in a recent report York 
ef eae of the National City Bank of New York | Beco 
Sp = It is “hardly conceivable” that the pres- oa 
x ent inflationary boom will end in the a 
“near future,” the letter says. Even if the versi 
heavy demand for producers’ goods at 1930 
home and abroad should drop, it goes State 
on, the effects on production, employment man’ 
and incomes would lag by a considerable Wol 
time. Nort 
“On the showing of the past year,” 
the letter says, ‘the boom can run on 
despite ” the disparities between prices W 
and the incomes of some groups. 
Booms generally last until the money a7, 
runs out, or until demands are satiated, Pub 
the letter declares. It finds that “‘the sati- in L 
ation point is plainly a considerable time sah 
away” in many vital categories. “But,” ig 
the letter cautions, “the boom is sure to : 
stop if the money runs out.” vas 
The beginning of 1948 finds many cor- ~ 
porations with smaller liquid assets and - 
with heavier borrowings, the letter notes. ty 
They have a poor market in which to ~ 
* ia C é t i obtain new capital through sales of either _ 
ri en a ev =) ors common or preferred stocks, and the Mia 
bond market is running against them, as — 
Yes, improved facilities for manufacture the rising cost of borrowing shows. wr 4 
Business still will have retained earn- d 
make IMMEDIATE DELIVERIES now possible. ings, depreciation allowances and a s 
; . strong but more cautious banking system — 
FRIDEN Fully Automatic Calculators are being assembled to turn to for capital, the bank letter says. bi 
; so ; But “by all signs capital needs will be phy 
in a new modern building, housing the very latest hatder to: dieumceik Sibel 'deeie ane lish: 
: : harder will depend on the willingness of M 
in equipment...the result of an investment people to save and the policies of the - 
A is 
of 2 years’ time and more than a million dollars. — banking authorities among other ond 
ra, F 
For the first time in years... just telephone to your The letter notes that the ratio of debt ‘ 
to owners’ capital has risen substantially cod 
local Friden Representative, conveniently arrange in very many cases. Even though borrow- ad 
ings out of savings do not add to the ; 
for a demonstration and secure émmediate delivery. inflation, it is said, ‘it may be undesirable ae 
to carry them too far from the standpoint ‘i 
You'll learn how Friden Methods will save you time of prudent corporate management.” The 
: rise in the ratio has not yet gone to the Ch 
and money by producing accurate answers, point of causing any great concern, but : 
> bank says mo servers are 
speedily and with ease. Join the ranks of thousands J bites ones lone “will haa . 
ier 8 an 
of satisfied Friden Users. asin aby 
his 
Federal Costs Zoom Ill. 
Friden Mechanical and Instructional Service is available in approximately 250 The per capita cost of running our Fed- Stu 
Company Controlled Sales Agencies throughout ihe United States and Canada. eral government tripled between 1800 
and 1900, from $2.03 to $6.85. From 
1900 to date it has multiplied 70 times, I 
FRIDEN CALCULATING MACHINE CO., INC. and now costs $471.15 for each person in oe 


HOME OFFICE AND PLANT « SAN LEANDRO, CALIF., U.S. A.e SALES AND SERVICE THROUGHOUT THE WORLD the nation. 








ney 
ted, 
sati- 
ime 
ut” 
> to 


cOr- 
and 
tes. 

to 
her 
the 

as 





XUM 





a OBITUARIES 








Theodore Jasson 


Theodore Jasson, Comptroller of 
Eastern Air Devices in Brooklyn, N. Y., 
died recently in Doctors’ Hospital, New 
York City. A native of New York City, 
Mr. Jasson was graduated from New 
York University as an industrial engineer. 
Becoming interested in accountancy and 
business management, he completed his 
education at the New York Post Gradu- 
ate School of Accountancy and the Uni- 
versity of Giessen, in Germany. In the 
1930's, he was director of the United 
States Chamber of Commerce in Ger- 
many. Surviving are his wife, Mrs. Erica 
Wolkiser Jasson, and two children, 
Norma and Wilbur. 


William H. Kerman 


William H. Kerman, formerly secre- 
tary and treasurer of the Journal-Herald 
Publishing Company, died in his home 
in Dayton, Ohio, February 19. He was 
one of the charter members of the Day- 
ton Control of the Controllers Institute. 

Prior to his coming to Dayton in 1929, 
Mr. Kerman had been an accountant for 
the Kalamazoo Gazette and later worked 
as a public accountant at Ft. Wayne, Ind. 
Associated with the Journal-Herald since 
the fall of 1935, he previously served six 
years as an accounting instructor at 
Miami-Jacobs Business College in Day- 
ton, After he was appointed controller 
and treasurer in 1937, he installed a 
modern newspaper accounting system 
and handled all the newspapers’ pur- 
chasing as well as business phases of 
The Journal-Herald building. In 1938, 
he became secretary-treasurer of the pub- 
lishing firm. 

Mr. Kerman was given a leave of ab- 
sence for his health in 1944, returned to 
his duties in 1945, and was given a sec- 
ond leave in 1946, 

Formerly active in civic affairs, Mr. 
Kerman served as president of the Con- 
trollers Institute of America 1941-42, 
and was vice-president and program di- 
rector for 1940-41. He was also affiliated 
with the Lions Club, the Grace Metho- 
dist Church, the National Association of 
Cost Accountants and the Engineers 
Club. 

Surviving are his wife, Mary Eliza- 
beth; two sons, Earl W., of Dayton, and 
James E., a student at Ohio University ; 
a brother, Leland J. Kerman of Chicago; 
his father, Henry K., 90, of Evanston, 
Ill.; and a sister, Mrs. Ellen Cade, of 
Sturgis, Mich. 


Harold B. Sixbury 


Harold B. Sixbury, Comptroller, Assist- 
ant Secretary and Treasurer of Federal 
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Bake Shops, died in his home, February 
25, in Davenport, Iowa, following a brief 
illness. A resident of Davenport for the 
past 20 years, Mr. Sixbury was born in In- 
dependence, Iowa, June 21, 1901, and was 
a graduate of the State University of Iowa, 
class of 1923. 

Upon coming to Davenport, he was em- 
ployed by Ernst & Ernst, public account- 
ants, and, in 1929, became an accountant 
with the Federal Bake Shops. Mr. Sixbury 
was a member of the Controllers Institute, 
of the Davenport Cost Accountants Society 
and an honorary member of Club Mo-Kan. 

Surviving Mr. Sixbury are his wife, 
Mrs. Ruth Davenport Sixbury ; a daughter, 
Joyce; a sister, Mrs. Fred Gitzy, of Daven- 
port; and a brother, Dr. Carl Sixbury, of 
Oberlin, Kan. 


Lathrop Edward Wickham 


Lathrop Edward Wickham, Secretary 
and Controller of the Hunter Packing 
Company in St. Louis, Mo., died on Oc- 
tober 21, 1947, (word of which only re- 
cently received by the Controllers In- 
stitute of America) in Missouri Baptist 
Hospital, St. Louis, Mo. A member of 
the Controllers Institute of America, 
Mr. Wickham was active in the St. Louis 
Control since February of 1947. He also 
participated in the Masonic Lodge, the 
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National Association of Cost Account- 
ants, the Optimist Club, and the Ameri- 
can Legion (as a World War I veteran). 

He is survived by his widow, Mrs. 
Clara Koenig Wickham, and two chil- 
dren, Lois and William E. 


Shipping Lines Granted 
Long-Term Subsidies 


In a decision expected to have a salu- 
tary effect on the merchant marine, the 
office of the Controller General of the 
United States reaffirmed recently the 
authority of the Maritime Commission to 
grant long-term operating differential 
subsidies to shipping lines. This ruling 
pointed out that the authority vested in 
the commission by the Merchant Marine 
Act of 1936 was still in force and could 
not be affected by subsequent budgetary 
limitations. 

Doubt as to the authority of the Com- 
mission to engage in such contracts be- 
yond current fiscal years had brought 
warnings from shipping executives that 
they could not proceed with expansion 
plans without long-term assurances. Al- 
though the Act of 1936 gave the com- 
mission such authority, late last year the 
commission reportedly was notified by 
the Bureau of the Budget that subsidies 
beyond a year would be of questionable 
legality. 





Chech up 
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YOUR INSURANCE 
PROGRAM New! 


@ A JAMISON SURVEY and AUDIT invari- 
ably discloses the need for better coverage in 


all forms of insurance for industry. 


Not motivated by the desire to sell you more 
insurance, we can give unbiased and expert 


opinion on the soundness of your present 
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Reviews of Recent Publications 








Financial Officers’ Text 


CREDIT MANUAL OF COMMER- 
CIAL LAWS, 1948 Edition. Published 
by the National Association of Credit 
Men, One Park Avenue, New York 16, 
N. Y. $10.00. 

Since all but two of the 48 State Legis- 
latures held regular or special sessions in 
1947, during which laws affecting trade 
were passed or revised, financial execu- 
tives will require this handy reference 
manual to keep track of the various laws. 
The Credit Manual of Commercial Laws, 
first issued in 1908, and revised each year 
to include important changes, has come to 
be regarded as a “must” for the desk of 
financial officers. 

With the return of industry to a nor- 
mal competitive basis, the legal phases of 
business transactions again are important. 
A check list of these steps is provided as 
an introduction to the 1948 edition of the 
Credit Manual of Commercial Laws. 

Arranged to cover the various legal 
steps in a business transaction from the 
time the order is placed until the account 
is collected (or the account turns into a 
claim in a bankruptcy court) the book 
also covers the steps necessary to protect 
the creditor’s interests. While the Credit 
Manual is in no sense a law-book it does 
provide a ready refernce for the every-day 
problems which arise in manufacturing 
and wholesaling business transactions 
such as contracts, laws of sales, secured 
credits, statutes of frauds, rights of mar- 
ried women, effect of community-property 
laws on credits, state fair trade laws, ne- 
gotiable instruments, commercial crimes, 
federal anti-trust and trade regulation 
laws, bonds to protect material suppliers 
on public contracts, and many other sub- 
jects of importance to financial officers. 

—Reviewed by PAUL HAASE 


Handling Records Properly 


RECORDS MANAGEMENT AND FIL- 
ING OPERATIONS. By Margaret K. 
Odell and Earl P. Strong. Published by 
McGraw-Hill Book Company, New 
York. 

Records and the efficient handling of 
them are a vital part in the life of any 
business organization, large or small. 
Whether there be one or twenty persons 
employed in the care of these records, an 
organized plan should be set up for their 
maintenance. For most large companies, 
centralized control of all files avoids dupli- 
cation of work and provides the quickest 
and best service to users. 

All too often executives have the er- 
roneous idea that filing is a minor and 
unimportant job. A careless or poorly 


trained file clerk, however, may cost them 
much loss of time and expense. In their 
book, Miss Odell and Mr. Strong ex- 
pound the idea that the responsibility for 
the management of records should be in- 
vested in one executive, who should be- 
come as much a part of management as 
the heads of the accounting, purchasing, 
and sales departments. Filing systems, 
both alphabetic and numeric, are quite 
clearly and fully discussed. 

Quoting from the book, “Correct in- 
dexing is the key that opens the file and 
finds the records. Incorrect indexing is 
the key that Jocks the file and Aides the 
records.” The authors suggest that defi- 
nite indexing rules should be decided 
upon and put in the form of a manual 
for ready reference. A complete list of 
alphabetizing rules is included to help the 
reader establish a definite procedure for 
alphabetizing. The use of this list together 
with the suggested manual on indexing 
will help in the maintenance of a uni- 
form practice in filing regardless of a 
change in personnel. The proper handling 
of records from the time they come into 
the office until they are ready to be dis- 
posed of is very comprehensively dis- 
cussed. 

This book is for the person who is in- 
terested in records, whether he be the 
president of his company or the file clerk. 
—Reviewed by RAYMOND A. SPITLER, 
Comptroller, Piedmont Hotel Company, 
Atlanta, Georgia 


VALUE OF COMMODITY OUTPUT 
SINCE 1869. By William Howard 
Shaw. Published by the National Bu- 
reau of Economic Research, 1819 
Broadway, New York 23, New York. 
$4.00. 

The flow of finished commodities pro- 
duced by United States industry grew 
more than eightfold between 1879 and 
1939, and underwent marked changes in 
composition, according to this study, 
which represents the culmination of 
studies of commodity flow and capital 
formation. The project was initiated at 
the request of the Social Science Research 
Council and has been in progress at the 
National Bureau of Economic Research 
since 1933. 

Measured in prices currently realized 
by producers, the flow of finished com- 
modities increased between 1879 and 
1939 at an average annual rate of 4 per 
cent. If the long-term rise in prices over 
the sixty-year period is eliminated, the 
average annual rate of growth in output 
measures 3.2 per cent., a figure which 
still considerably exceeds the 1.3 per cent. 
by which population grew annually over 


the period, Dr. Shaw points out. Output 
doubled every 22 years, but population ip. 
creased less than twofold over the entire 
60 years. 


SOME SPECIALIZED PHASES OF AC. 
COUNTING PRACTICE. By Myron 
M. Strain and Floyd P. Karg. Pub. 
lished by the Pacioli Press, 324 Clay 
Street, San Francisco 11, California, 
Covering contractors’ accounts, mine 

accounts, accounting for petroleum pfo- 
duction, lumber accounts, accounting for 
brokers (together with an annexed sup. 
plement on brokerage accounting) this 
publication will hold interest for those 
engaged in controllership and financial 
activities for the types of industries con. 
sidered by the authors. 

There are also included a number of 
problems related to the topics covered, 
Dean Strain, of Golden Gate College, 
has developed the sections on contractors’ 
accounts and accounting for the extractive 
industries, while Mr. Karg is author of 
the material on brokerage accounts. 


BUSINESS LAW QUESTIONS (with 
Annotated Answers). By H. M. 
Schuck. Published by the Bureau of 
Business Research, University of Wis- 
consin, Madison 6, Wisconsin. $1.10. 
This publication represents the fifth in 

the series of Wisconsin Commerce Re- 

ports, and covers suggested answers to 

questions asked on Wisconsin C. P. A. 

examinations, 1937-1946. The author, a 

member of the Wisconsin Bar, is an in- 

structor in commerce at the University’s 

School of Commerce. 

Although the bulletin is designed pri- 
marily as a review of business law for 
accountants, and especially for students 
preparing for the C. P. A. examination, 
its content will hold interest and value 
for accounting-minded businessmen gen- 
erally. 


THE ALUMINUM CARTEL. By Lows 
Marlio. Published by the Brookings In- 
stitution, Washington 6, D. C. $1.50. 


An acknowledged expert on the subject 
of cartels, both through study of the field 
and as former chairman of the Interna- 
tional Aluminum Cartel, Dr. Marlio de- 
velops in this concise book of 100 odd 
pages, a history of the numerous cartel 
arrangements in the aluminum industry 
during the past years of this century. He 
also considers the benefits to the co-oper- 
ating companies, the effects upon consum- 
ing industries, and the aluminum cartel 
and German war preparations. 

Dr. Marlio concludes with a series of 
recommendations as to the most valuable 
form of the cartel system and what its 
guiding philosophy should be. 
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TESTED “‘Know-how’’ in these... 


Handbooks of Business 


... for the extra on-the-job help you need today! 


THIRD EDITIgn 


{CCOUNTANTS’ 


HANDBOOK 





FINANCIAL HANDBOOK 3rd Edition 


Edited by JULES I. BOGEN; with Board of 
68 Contributing and Consulting Editors 


COMPLETELY REVISED and up to date; the indexed working refer- 
ence to the whole field of practical finance today. To bankers, in- 
vestors, financial managers and all who work with them, it offers 
ready, detailed information on any phase of financial operations. 
Gives counsel of seasoned judgment and collective experience. 

27 SECTIONS: Security markets; interest rates; government obligations ; 
financial reports; security analysis; corporate stocks; bonds; money, credit, 
banking; financial planning; working capital; fixed capital; dividends, 
surplus; reorganizations ; pension and profit sharing plans; commodity trad- 
Ye RE ens ee ee Pere ere eee $7.50 


MARKETING HANDBOOK 


Edited by PAUL H. NYSTROM; Staff Editor, Albert W. Frey; 
69 Contributing and Consulting Editors 


FOR EVERYONE concerned with marketing operations and sales 
management. Brings together unsurpassed compact presentations 
of modern scientific methods and practical selling skill. A con- 
stant reference when you want ideas, suggestions, techniques, or 
information on any part of the work of getting the product into 
the consumer’s hands. 

30 SECTIONS: Marketing and consumer demand; research; industrial 
marketing ; advertising organization, plans, media; packaging; sales pro 
motion; public relations; price policies; sales organization; salesmanship ; 
compensating salesmen ; territories ; quotas; warehousing; distribution costs ; 


eee; eneee Sc, BO MO lie oc ececa disse tence corgedeeecsios $7.50 


OFFICE MANAGEMENT —a Handbook 


Edited by COLEMAN L. MAZE. Over 100 Contributing Specialists. 
Prepared under auspices of National Office Management Assn. 
AN AUTHORITATIVE working reference providing all-around guid- 
ance to modern office administration as practiced by the most 
progressive companies. Here are experience-tested ideas, facts, 
principles and methods which help you keep your office a smooth- 
running organization—center of coordination to all departments. 
COVERS ALL ELEMENTS in detail: 1. Organization, 2. Personnel—super 
vision; compensation ; employee relations. 3. Physical—environment ; use of 
office space. 4. Operation—equipment; supplies; forms; correspondence ; 
filing. 5. Control—-planning, scheduling, dispatching work; cost control ; 
weportes check Siete. IOP tile. , GIO OR. 6 ccc ccccccscasccscvesvveses $6.00 








IRD EDITION 


ACCOUNTANTS’ HANDBOOK 


Edited by W. A. PATON, CPA; with Board of 
90 Contributing and Consulting Edtiors 

GIVES latest accepted principles and procedure over entire range 
of commercial and financial accounting. Compact, easy-to-find 
form, this famous Handbook offers working methods, systems, 
and controls on every part of accounting. Develops skill that 
wins recognition and advancement; helps you make on-the-spot 
decisions that carry authority. 

26 SECTIONS: Financial statements, analysis; income; sales, other rev- 
enues; cash; receivables; investments; inventories; buildings, equipment ; 
depreciation ; plant appraisals ; intangible assets ; liabilities ; paid-in capital ; 
surplus ; budgeting; partnership, governmental, fiduciary accounting ; mathe 
mation. Jd ed: Pieathid tdg., Tee 0b  cicccceeeursseweeuseusvenes $7.50 


COST ACCOUNTANTS’ HANDBOOK 


Edited by THEODORE LANG, CPA; with Board of 
74 Contributing and Consulting Editors 
COST METHODS that stand up—that follow best approved practice 
—developed out of experience of well managed companies through- 
out all industry—instantly available in this one reference. Covers 
scope of cost accountant’s work—principles, techniques, methods 
for best results; relation to general accountant and management. 
25 SECTIONS: Reports—analysis, control; variation analysis; cost classifica- 
tions; records; standard costs; specific order, continuous process systems ; 
joint, by-product, estimated costs; purchases; costs and inventories; scrap, 
waste, spoilage; timekeeping, payrolls; overhead; plant assets; budgets ; 
statistical methods. Flexible bdg., 1482 pp. .... 22.00. cvcecsecccccces $7.50 


PRODUCTION HANDBOOK 


Edited by L. P. ALFORD and JOHN R. BANGS; 
with board of 90 Contributing and Consulting Editors 


PACKED with the production managment methods fundamental in 
the success of outstanding manufacturing concerns. Reflects both 
new developments and the latest applications of established princi- 
ples of effective management. Usable by anyone in manufactur- 
ing to help achieve results in any industry, in any type or size 
of plant. 

25 SECTIONS: Plant organization ; production planning, control ; storeskeep- 
ing; time study, operation analysis; motion study; inspection; quality con- 
trol; plant layout; machinery; tools; fixtures; materials handling; job 
evaluation; wage plans; maintenance. Flexible bdg., 1676 pp. ...... $7.50 


EXAMINE ANY BOOK FOR 5 DAYS | 


Hundreds of thousands of us- | 





(Check here the Handbooks you want) 


THE RONALD PRESS COMPANY ° 15 EAST 26TH ST., NEW YORK 10, N. Y. 


SEND ME the Handbooks checked at left. 
After 5 days I will either remit full price, 


iti slus postage, oO etur , itho obliga- 
ers are profiting every day by | (] Financial Handbook, Bogen......... $7.50 -~ vie ae ed pp te ge al 
i order.) 
aoe these HANDBOOKS. If | [] Marketing Handbook, Nystrom...... 7.50 
business is your profession, rt 
‘ ° ’ [] Office Management, Maze.......... 6.00 (Please Print) M 337 
you'll profit from them, too! | NR se unk el wit... 
(] Accountants’ Handbook, Paton...... 7.50 
THE RONALD PRESS (ee)," PANY | (1 Cost Accountants’ Handbook, Lang... 7.50 PN 0.5. oa Bio heb ohatdes bade enedetas 
EASON RUN ER AEE | =) Production Handbook, Alford-Bangs.. 7.50 CITY..........0-0.000. Se 
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Institute Activities 








Depreciation Policies Being Surveyed 
By Research Committee 


A questionnaire on ‘Depreciation 
Policy With Reference to Replacement 
Costs’ was sent to members of the Com- 
mittee on Technical Information and 
Research recently. The questionnaire 
had been prepared by Chairman I. D. 
Dawes, Vice President and Treasurer of 
Virginia-Carolina Chemical Corp., of 
Richmond, Virginia. 

The survey includes these questions: 

(1) Do you believe current operations 
should be charged with depreciation on 
the original cost or on the replacement 
value of buildings, machinery or equip- 
ment being used? 


(2) If on replacement value, how 
would you do it—by charges against cur- 
rent manufacturing costs or by a spectal 
deduction at the bottom of the regular 
profit and loss statement? 


(3) How would you determine 
amounts of replacement cost on present 
values, on your estimate of re placement 
cost at time replacement is to take place, 
or on any other basis? 


Results of this survey will be published 
in an early issue of THE CONTROLLER. 


Michigan and Ohio University Accounting 
Sessions to Hear President Jarchow 


Mr. Christian E. Jarchow, National 
President of The Institute, will speak at 
the Accounting Employers Conference, 
sponsored by the University of Michigan 
in Ann Arbor on April 20-21, and at the 
Tenth Annual Institute on Accounting, 
sponsored by the Ohio State University, 
on May 21-22 in Columbus, Ohio. 

The general theme of the Ohio State 
University’s conference, recently an- 
nounced by Professor Hermann C. Mil- 
ler, will be ‘The Role of Accounting in 
Public and Industrial Relations.’’ Themes 
for the various sessions include ‘“The Ac- 
countant and the Investor,” “Use of Ac- 
counting Data by the Industrial Relations 
Executive,” “Industry Reports to the Con- 
sumer on Prices, Costs and Profits,’ as 
well as current and recent tax problems. 
Members of The Institute, particularly 
those located in Ohio, have been invited 
to attend and participate in the confer- 
ence. Full details are available from Pro- 
fessor Hermann C. Miller, at the Ohio 
State University. 


\ Yio agent (uns 
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A National Registration 
Headquarters for the 
Highest Grade Accounting 
Personnel tn America 

Mr. EMPLOYER: Are We 


Now Serving You? GORDEN N. SELBY, Executive Director 


ACCOUNTANTS EXCHANGE 


Suite 2008, Chicago Real Estate Board Building 
105 West Madison CHICAGO 2, ILL. 


The School of Business Administration 
at the University of Michigan is planning 
its conference to consider the entire co- 
terie of problems surrounding the place- 
ment of college graduates in the account- 
ing field. Invitations are being sent to 
representatives of both public and private 
accounting profession, as well as to ac- 
counting professors. 


Session I: What the Employers Think of 
the Present Curricula 
Education and training in accounting; ac- 
counting and the background courses; at- 
titude, approach, or “‘slant’’ in accounting 
courses; specific omissions, objections, 
suggestions ; training for special areas. 
Session II: What the Employers Can Do 
To Help the College 
Cooperation of employer and college in 
attaining more effective approach; pos- 
sible internship and post graduation 
study; provision of “‘actual’’ materials for 
college study. 


Session III: Presenting the Opportunities 
in Accounting to the Prospective 
Em ployee 

Accounting as a career; initial and subse- 

quent compensation; on-the-job training; 

progressive responsibility patterns; pro- 

fessional recognition; certification; social 

responsibility and rewards. 

Session IV: Specific Problems of Place- 
ment Routine 

College visit scheduling and interview 

technique; employer's needs in placement 

data, content, form; use of American In- 

stitute Committee on Selection of Per- 

sonnel data; competitive aspects. 


Hartford Host to Tri-Contro] 


Meeting, May 7 

The Bridgeport and Springfield Con. 
trols of The Institute are joining with 
the Hartford Control in an inaugural 
Tri-Control meeting, which is bein 
sponsored by the Hartford Control at 
the Indian Hill Club in Newington, 
Conn., on Friday, May 7. The project 
has been developed by the Hartford 
Control’s president, Eugene P. Borow. 
ski, and the chairman of that Control’; 
program committee, Ray E. White. 

The dinner speaker will be Howard 
C. Adams, partner of McKinsey and 
Co., New York, who will discuss ‘The 
Controller's Responsibility in Connection 
with Corporate Break-Even Points.” 

Walter Mitchell, Jr., Managing Di. 
rector of the Controllers Institute, and 
Paul Haase, Assistant Managing Di- 
rector, have also been invited to attend, 


New York Names Chairmen 


Of Technical Committees 


Six technical committees have been or- 
ganized by the New York City Control 
of The Institute under the direction of 
Bernard S. Rodey, Jr., of the Consoli- 
dated Edison Company of New York, 
Inc., who is a Vice-President of the Con- 
trol. The scope of the various commit- 
tees was published in the November 1947 
issue Of THE CONTROLLER (Page 604). 
The following men have accepted the 
chairmanship and vice-chairmanship of 
committees : 

General Accounting—H. H. Scaff, 
Ebasco Services, Inc., New York, Chair- 
man; Louis Klein, American Safety Razor 
Corporation, Brooklyn, Vice-Chairman. 

Budgetary Control—Allen H. Ottman, 
American Hard Rubber Company, New 
York, Chairman; H. L. Goodenough, 
American Smelting and Refining Com- 
pany, New York, Vice-Chairman. 

Cost Accounting and Analysis—L. Rus- 
sell Feakes, Johnson & Johnson, New 
Brunswick, New Jersey, Chairman; Lin- 
coln H. DeGraw, Hazeltine Electronics 
Corporation, New York, Vice-Chairman. 

Office Management and Employee Re- 
lations—W. J. Patterson, Sperry Gyro- 
scope Company, Inc., Great Neck, Long 
Island, Chairman; K. J. Ralph, New Jer- 
sey Bell Telephone Company, Newark, 
New Jersey, Vice-Chairman. 

State and Local Taxes—Claude W. 
Hupp, Sterling Drug, Inc., New York, 
Chairman; Warren M. Maule, Southern 
Exploration Company, Inc., New York, 
Vice-Chairman. 

Plant Records and De preciation—Leith 
V. Watkins, Panhandle Eastern Pipe Line 
Company, New York, Chairman; Richard 
J. Hanwell, Cuban American Sugar Com- 
pany, New York, Vice-Chairman. 

The Committee on Purchasing and 
Stores has been merged with the Cost Ac- 
counting group by the Board of Directors. 
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Midwestern, Pacific Coast 
Controllers Conferences 
Announce Themes 


Preparations for the Spring Series of 
Regional Conferences of the Controllers 
Institute are reaching climactic points. 

Plans for the 1948 Midwestern Con- 
ference, to be held in St. Paul under the 
sponsorship of Twin Cities Control on 
May 16-17, are now well advanced. The 
general theme for the Conference will be 
“Gearing for the Future.” Papers to be 
presented will include: (1) Production’s 
No Picnic! (2) Payrolls Play Their Part, 
(3) Prices Are Not Profits, (4) Profits 
Have a Purpose. Arrangements have 
been made to allow students at nearby 
universities to attend technical sessions of 
the Conference at special rates. 

June 11-12 are the dates for the Pacific 
Coast Conference, which will be held in 
Seattle under the sponsorship of the 
Seattle Control at the Olympic Hotel. The 
theme of the conference will be ‘The 
Controller in the Inflation Spiral.” 

The 1948 Eastern Spring Conference, 
under the sponsorship of the Philadelphia 
Control, is scheduled to open in Atlantic 
City on April 4 and continue through 
April 6. 


Navy Asks Institute to Review 
Personnel Aptitude Tests 


Captain J. C. Webb of Bureau of Naval 
Personnel, Navy Department, Washing- 
ton, D. C., has asked the Controllers In- 
stitute to review the aptitude tests for the 
selection of personnel for the Navy. As 
soon as the Educational Records Bureau 
sends copies of some tests, as requested 
by The Institute, there will be a meeting 
with Dr. Ben Wood and Dr. Henry 
Chauncey of the Educational Testing 
Service, and Captain Webb. 


Joint Property Accounting 
Survey Undertaken 


A Joint Property Accounting Survey, 
sponsored jointly by the Secretary of the 
Treasury, the Director of the Budget and 
the Controller General of the United 
States, has been circularized among 50 
members, who have already sent in a 
number of helpful replies. This survey is 
an effort to appraise and inventory Gov- 
ernment property and arrive at a ‘balance 
sheet for the Federal Government.” These 
will be summarized in the near future and 
forwarded to Washington. 


Utility Accountants Meet 
April 12-14 
The National Conference of Electric 
and Gas Utility Accountants, sponsored 
by the American Gas Association and 
the Edison Electric Institute, will be 
held April 12-14 in St. Louis, Mo. 
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Texas Accounting Conference, May 4-5 


For the purpose of promoting the gen- 
eral good of accounting, the Texas Ac- 
counting Conference will be held Tues- 
day and Wednesday, May 4-5, at Texas 
A. & M. College. The meeting will em- 
phasize the necessity of industry’s ac- 
countants devoting sufficient attention to 
clerical and accounting processes, the de- 
sirability of giving publicity to the part 
which accounting has played in business 
—pointing out the degree to which skill 
and judgment are necessary, and the need 
for cooperation among different account- 
ing societies. Attendance will be mostly 
accounting and management groups, al- 
though the general public is invited. 

The program will be as follows: 

Tuesday, May 4 
2:00 p.m.—Accountants Reports 

“Operating Reports for Management,” 

D. M. Sheehan, Vice-President and 

Controller of Monsanto Chemical Com- 

pany. 

“New Trends in Published Reports,” 

Earl C. King, Chief Accountant of Se- 

curities and Exchange Commission. 

6:30 p.m.— Banquet 

"The Place of the Accountant in the 

Business Economy,” R. C. Dunlop, 

President of Sun Oil Company. 


W ednesday, May 5 
9:00 a.m.—"Unity and Leadership in 
Accounting,’ Gay Carroll, Comptrol- 
ler, Humble Oil & Refining Company. 


“Education and Training for Public 
Accounting,” Ray Ankers, Lybrand, 
Ross Brothers & Montgomery. 

“Education and Training for Industrial 
and Commercial Accounting.” Speaker 
from the Institute of Internal Auditors. 


12:30 p.m.—Luncheon Session 


“Impact of Taxation on Business,” 
Wright Matthews of Dallas, Texas. 


2:00 p.m. “New Pronouncements and 
New Developments in Accounting 
Procedures,’ W. A. Taton, Chairman 
of the Department of Accounting, 
University of Michigan. 

“Budgetary and Cost Control,” H. T. 
McAnly, partner of Ernst & Ernst, in 
Chicago, Ill. 


Registration fee will cover cost of meals 
and one copy of the complete report of 
the conference. For more information, 
any interested person may write H. M. 
Horsley, Placement Office, A. & M. Col- 
lege, College Station, Texas. Mr. Horsley 
will be glad to make hotel arrangements, 
if contacted in sufficient time. 

Participating as co-sponsors with the 
College are the Texas Society of CPA’s 
and its seven local chapters, five chapters 
of the National Association of Cost Ac- 
countants, Houston and Dallas Controls 
of The Institute, Texas Association of 
University instructors in accounting, 
Texas Society of Accountants, Texas As- 
sociation of Accountants, and Texas As- 
sociation of Public Accountants. 
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OPERATING RESULTS 
(Continued from page 196) 











In addition to the type of basic in- 
formation summarized above the report 
presents analyses of the underlying forces 
responsible for variations in payroll, real 
estate, and other important classes of 
costs. Supplementary data also are pre- 
sented regarding executive compensation, 
the use of self-service, trends in credit 
sales and credit costs, the extension of 
customer services, and an analysis of the 
effect of size of city on operating results. 


SPECIALTY STORES 


Sales gains for women’s apparel spe- 
cialty stores in 1946 were substantially 
less than for department stores, the aver- 
age dollar increase being approximately 
18 per cent. for specialty stores reporting 
to the Bureau as compared with 25 per 
cent. for the department stores participat- 
ing in the study. The increase in the num- 
ber of transactions was about the same for 
large specialty stores as for department 
stores of corresponding size, namely, 
somewhat less than 9 per cent., but the 
average size of sales for large specialty 
stores did not appear to have increased so 
much as for department stores in 1946. 
Conceivably this evidence might be inter- 
preted to mean that there was increased 
consumer resistance to high apparel prices 
in 1946, but it is more plausible to sup- 
pose that with durable goods coming back 
into the market, consumers tended to con- 
centrate purchases of high unit value in 
hard lines not sold in specialty stores. 

Specialty store gross margins, higher, 
as usual, than those of department stores, 
fell off to about the same degree percent- 
agewise, 37.05 per cent. in 1946 as com- 
pared with 38.95 per cent. in the pre- 
ceding year. The total expense percentage 
was approximately the same in 1946 as 
in 1945, 30.35 per cent. compared with 
30.4 per cent., both these figures being 
higher than the corresponding ones for 
department stores. Like department stores, 
specialty stores achieved their lowest ex- 
pense rate two years earlier, in 1944. The 
stability of the expense percentage from 
1945 to 1946 resulted from the fact that 
a significant increase in total payroll from 
15.65 per cent. to 16.05 per cent. of 
sales, was offset by a drop in real estate 
costs from 3.6 per cent. to 3.25 per cent. 
and by smaller decreases in other expenses. 

Primarily because of the decrease in 
gross margin, specialty store earnings be- 
fore taxes were lower for the second suc- 
cessive year, dropping from a common 
figure of 9.95 per cent. of sales in 1945 
to 8.3 per cent. in 1946. This was a rela- 
tively poorer profit showing than that 
made by department stores, an unfavor- 
able comparison that has now existed 
since 1933. Because of the lighter tax bur- 
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den, however, it is estimated that the final 
dollar earnings of specialty stores after 
taxes in 1946 were nearly double 1945’s. 

The study referred to is available from 


Harvard Business School, Bureau of Busj. 
ness Research (Bulletin No. 126, vi 

50 pages, 24 tables, 2 charts, $3.50) at 
Soldiers Field, Boston 63, Massachusetts, 


U.S. Lead Urged for World Trade 


The United States must take the lead 
in building up new patterns of world 
trade to replace those shattered by two 
global wars and the Great Depression, 
according to a new report on Rebuild- 
ing the World Economy: America’s 
Role in Foreign Trade and Investment, 
issued by the Twentieth Century Fund. 
The research report was prepared by 
Norman S. Buchanan, Professor of Eco- 
nomics at the University of California, 
Berkeley, and Friedrich A. Lutz, Pro- 
fessor of Economics at Princeton. With 
it are included the recommendations for 
action as drawn up by the special Com- 
mittee on Foreign Economic Relations 
appointed by the Fund. 

The authors of the new report say 
that America’s policy is directed toward 
the building up of free flowing and 
many sided or ‘‘mutilateral’’ trade be- 
tween nations. ‘Such a system presup- 
poses that three requirements are ful- 
filled: (1) the members of the system 
must formulate and apply certain rules 
of conduct appropriate to multilateral- 
ism; (2) serious depressions must be 
avoided; and (3) political stability must 
be achieved.” 

In moving toward these objectives, 
Buchanan and Lutz emphasize the cru- 
cial role of the United States. ‘The 
first requirement for avoiding a world 
depression is an intelligent national 
policy in all countries with respect to 
the business cycle. Here the greatest 
responsibility lies with the United 
States. Because of its importance as a 
market for other nations and as a source 
of investment capital, a stable American 
economy would be a major contribution 
to international stability. 

“Furthermore, in a world that fear- 
fully identifies a free-enterprise eco- 
nomic system with instability, it be- 
hooves the United States, as the chief 
proponent of such a system, to demon- 
strate that free enterprise and full em- 
ployment are not incompatible. If the 
United States can avoid wide cyclical 
swings in national income, world trade 
can probably develop to the great mu- 
tual benefit of all countries; but if not, 
the outlook is poor indeed.” 

Pointing to some of the obstacles in 
the path of building up an effective sys- 
tem of world trade, the Twentieth Cen- 
tury Fund report cites “the deep cleav- 
age between the communist states and 
the western democracies. . . . These 
ideological and political differences 

. . all too often . . . poison the at- 


mosphere with misunderstanding and 
distrust. 

“Tf territorial Russia alone were in. 
volved, the reconstruction of interna. 
tional trade on liberal principles would 
not be seriously hampered. Russia’s 
foreign trade has never been large— 
less than three quarters of Swiss trade 
throughout the interwar period—and it 
promises to remain small in the next dec. 
ade. But in Russian satellite countries 
foreign trade will probably now be 
wholly government controlled, too, 
And presumably the military authorities 
will manage German and Japanese trade 
for some time to come. In other words, 
the postwar reconstruction of world 
trade on liberal principles means the 
world minus Russia, minus the Russian 
satellite countries, and probably minus 
Germany and Japan. These are impor- 
tant omissions.” 

The authors discuss another obstacle. 
“The trend toward nationalization of 
industry in western Europe is a further 
complication. Nationalization of in- 
dustry tends to put foreign trade in- 
creasingly in government hands. The 
national government becomes the sole 
exporter and the sole importer. But 
the rules governing trade relationships 
among free-enterprise economies are 
not necessarily suitable for trade among 
governments or among governments 
and individuals. The assumption of 
the Bretton Woods Agreements and the 
American international trade proposals 
that, in most countries, foreign trade 
after the transition period will revert 
largely to private hands may not be 
warranted.” 

In charting steps to attain a workable 
system of world trade, Buchanan and 
Lutz say, ‘The conditions necessary for 
a return to multilateral trade and free- 
exchange markets, then, are these: 
Relief is the most immediate require- 
ment, in order to restore the most im- 
portant productive factors : men. 
Capital imports into those countries 
whose productive apparatus has suf- 


fered most during the war are required 
in order to achieve reconstruction. 
The British debt problem must be 
solved, by reducing the annual pay- 
ments for interest and amortization to 
manageable proportions. 

The existing structure of foreign ex- 
change rates must be adjusted; ana tt 
must stay in harmony with the rel- 
ative movements of national price 
levels. 

Inflation in the countries participating 
in international trade must be halted. 


First: 


Second: 


Third: 


Fourth: 


Fifth: 
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s the OR 40 YEARS ... Remington Rand has been THE source of major FIRST Die-set Punch 
iin punched-card developments. That’s why our anniversary line of 
npor- punched-card accounting machines is the finest available anywhere today. 
For example: the new Alphabetical Tabulator and Summary Punch 
— shown above. It’s the only punched-card accounting machine that prints 
shee letters and numbers anywhere on a report—a hundred on each line if 
* in desired —at a hundred lines a minute. And it punches summaries of 
i your business figures into tabulating cards . . . at the same speed... 
“ the instant they’re printed on your reports. 
But It’s typical of Remington Rand pacemaking .. . pacemaking that, 
ships in the past 40 years, has contributed these and many other punched- 1912— 
wad d ad : 
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an ® FIRST Instantaneous Summary Punch 
| the © FIRST Synchro-Matic Punch and Bookkeeping Machine 
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- be @ FIRST Alphabetical Interpreter 
©@ FIRST Automatic Carriage 
ir © FIRST Interfiling Reproducing Punch 
a 
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ree- And, with 40 years of outstanding progress behind us... with the 
greatest production and research program in our history now in full 
pire. swing—Remington Rand offers assurance of continuing leadership. 
7 We'll gladly send full information about punched cards as applied 
sries to your type of business, to your particular problems. Just write 
a Tabulating Machines Division, 315 Fourth Avenue, New York 10, N.Y. 
be 
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Positions Wanted 








Controller—Executive Accountant 


Executive accountant presently em- 
ployed offers: eleven years of heavy in- 
dustrial and diversified experience in 
executive capacity, functioning as part 
of top management group, and five 
years of public accounting experience 
as supervising senior. Practical experi- 
ience includes executive committee func- 
itions, financial planning, salary admin- 
istration and organization planning; de- 
velopment of manufacturing expansion, 
and cost reduction programs; develop- 
ing, analyzing and interpreting costs, 
budgets, inventory and cost control, all 
phases of general accounting, internal 
auditing, systems, procedures, taxes, fae 
nancial and cost reports. Certified 
Public Accountant. Age 44. Salary 
$15,000. Address: Box 763, “The Con- 
troller.’ One East Forty-Second Street, 
New York 17, New York. ; 


Business Executive 

Extensive experience and accomplish- 
ment in varied and broad phases of ad- 
ministration, organization, sales, finance, 
production and personnel. Positions 
held: sales manager, controller, assistant 
to president and consultant. Age 52, 
married, college graduate, no geographic 
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restrictions within continental United 
States. Sources of funds available for in- 
vestment. Remuneration to be based on 
drawing account, plus share in earnings 
to produce minimum $20,000, and better 
if earnings should justify. Address: Box 
782, “The Controller,” One East Forty- 
Second Street, New York 17, N. Y. 


Controller-Treasurer Understudy 


C.P.A.—Age 34, married, member 
American Institute of Accountants, En- 
rolled Treasury Dept. & Tax Court, 
eight years’ broad experience in audits, 
systems, taxes as senior accountant, grad- 
uating June 1948 with masters’ degree in 
Business Administration, seeks position 
as understudy to large corporation con- 
troller or treasurer. Reply Box 783, ‘The 
Controller,’ One East Forty-Second 
Street, New York 17, N. Y. 


Treasurer-Controller 


Chief financial officer and controller 
of large manufacturing company offers 
services in similar capacity or as assistant 
to top administrative officer. Broad ex- 
perience handling management prob- 
lems and creating executive policy. Sound 
judgment in all phases of business with 
particular emphasis on management con- 
trol, finance, sales methods, general and 
cost accounting, budgets and taxes. Sal- 
ary open. Would prefer the Chicago 
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area but this is secondary consideration, 
Excellent educational background and 
references. Address : Box 784, “The Con. 
troller,” One East Forty-Second Street, 
New York 17, N. Y. 


Credit Manager, Accountant 


Broad experience covering a 25 year 
period as Officer Manager, Credit Man- 
ager and Accountant. Seeks business 
connection with young growing, me- 
dium or large organization, where ag- 
gressiveness, loyalty and thoroughness 
will result in opportunity for advance. 
ment. Salary secondary to immediate 
cash returns. Any location given se. 
rious consideration, Pacific Coast pre- 
ferred. Full information available. Why 
not review my experience, also poten- 
tialities. Quick action assured. Ad- 
dress: Box 785, “The Controller,’ One 
East Forty-Second Street, New York 
17, N. ¥. 


Controller or Assistant 


A member of the Controllers Institute, 
presently employed, seeks a new position. 
He has had extensive experience in multi- 
ple plant operations including foreign 
subsidiaries. Congenial personality, co- 
operative and good organizer. Practical 
experience includes organizational and ac- 
count planning, general accounting, costs, 
budgets, taxes, finance, credits and insur- 
ance. Salary commensurate with position. 
Age 43, married, two dependents, health 
excellent. Address Box 786, THE Con- 
TROLLER, One East Forty-second Street, 
New York 17, N. Y. 


Manufacturing Executive 

Fifteen years experience in diversified 
industrial management—metal fabricating 
industries. Positions held: Works Man- 
ager of plant, 1200 employees, producing 
four distinct product groups; General 
Manager of manufacturer of precision au- 
tomatic machines. Successful record in 
new product development, organization 
planning, tooling and manufacturing pro- 
cedures, equipment analysis, cost engi- 
neering; budgetary, cost and inventory 
controls, cost reduction and job evalua- 
tion. Available immediately. Married, age 
45, two dependents, college graduate in 
business administration. Address: Box 
787, The Controller, One East Forty-Sec- 
ond Street, New York 17, N. Y. 


Bank Auditors Meet April 21 


The Pittsburgh Conference of the Na- 
tional Association of Bank Auditors and 
Comptrollers will be host to the Thir- 
teenth Regional Convention of the Asso- 
ciation, which is to be held in the Wil- 
liam Penn Hotel, Pittsburgh, Pa., April 
21-24. 


Y%.UM 
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Meetings of Local Controls 








WESTERN MICHIGAN 
Topic: NATURAL GAS SUPPLY 


Wallace Chamberlain, General Man- 
ager of the Grand Rapids District of 
the Michigan Consolidated Gas Com- 
pany, spoke on ‘How Natural Gas Will 
Be Brought From Texas To You” at 
the March 10 meeting of the Western 
Michigan Control in Grand Rapids, 
Mich. His talk was accompanied by 
pictures of pipeline construction. Paul 
Haase, Assistant Managing Director of 
the Institute, brought news of current 
developments from the Controllers In- 
stitute. 


TOLEDO 
FORUM 


An open-forum type meeting, pre- 
sented in two parts, was held by mem- 
bers of the Toledo.Control in Toledo, 
Ohio, March 11. E. P. Heiles, President 
of the Toledo Control, conducted the 
first part of the forum on a paper en- 
titled “The Economic and Social Re- 
sponsibilities of Management’ pre- 
pared by J. Frank Rushton, containing 
some thought provoking ideas as to the 
psychology of payroll deductions. 

In view of promised demands by 
labor for a third round of wage increases, 
H. E. Bremforder’s subject, “Wage and 
Salary Trends,” proved to be a timely 
topic. 


SPRINGFIELD 
Topic: ARMY’S PEACETIME NEEDS 
Lt. Col. Albert M. Johnson, Deputy 
District Chief of the Springfield Ord- 
nance District, presented the subject, 
“What the Armed Services Expect from 
Industry in Time of Peace,” to members 
of the Springfield Control in the Sher- 
aton Hotel in Springfield, Mass., March 
9. He discussed current plans for in- 
tegrating our industrial organizations 
into overall defense plans. 


SEATTLE 
Topic: ESTATE TAXES 


Members of the Seattle Control heard 
Mr. C. L. Stone, past president of the 
Washington Society of Certified Public 
Accountants, speak on “Income and Es- 
tate Taxes” at their dinner in the Wash- 
ington Athletic Club in Seattle, Wash., 
February 26. Mr. Maxwell Carlson, re- 
cently elected President of the National 
Bank of Commerce, was guest of honor. 


SAN FRANCISCO 
ROUND TABLE DISCUSSION 


A round table discussion of ‘‘Budget- 
ing, The Controller's Yardstick” and 
“Employees’ Welfare Plans” were of 
key interest at the February 24 meeting 
of the San Francisco Control in San 
Francisco's Army-Navy Club. S. J. 
Edenholm, Secretary-Treasurer of Riggs 
Optical Company, Inc., led the budget- 
ing topic, and Wagner d’ Alessio, Treas- 
urer of California Casualty Indemnity 
Exchange, included health, disability, 
life insurance and retirement annuities 
in his discussion of employees’ welfare 
plans. 


ST. LOUIS 
ROUND TABLE DISCUSSION 


In a closed meeting of the St. Louis 
Control, February 24, William Aitken 
(vice-president of the Control) led a 
round table discussion of problems in 
members’ businesses. 


ROCHESTER 
SIX SPEAKERS 


Six timely subjects were presented at 
the February 25 meeting of the Roch- 
ester Control, under the chairmanship 
of J. A. Trainor, Controller of the Com- 
mercial Controls Corp. The speakers 
and their subjects were as follows: 
W. L. Jordan, Controller of the Roch- 
ester Products Division, General Motors 
Corporation, “Office Management’’; 
H. A. Ketchum, Controller of F. A. 
Smith Manufacturing Company, ‘Gen- 
eral Accounting and Control Through 
Reports”; S. Tranmal, Comptroller of 
Distillation Products, Inc., “Cost Ac- 
counting and Budgetary Control,” N. R. 
Olley, Secretary of R. T. French Company, 
“Taxes and Internal Auditing” ; Profes- 
sor Frank P. Smith, University of Roch- 
ester, “Education for Controllership” ; 
Charles C. Hull, Assistant Secretary, 
Controllers Institute of America, ‘“Na- 
tional Office Viewpoint of Controller- 
ship Educational Activities.” 


QUAD.-CITIES 
Topic: INTERNAL AUDITING 


Consideration of the “Internal Auditing 
Function—Discussion of Proper Organ- 
ization and Controls” was led by Wal- 
ter C. Otto (Clinton Company, Clinton, 
Iowa) at the Quad-Cities Control meet- 
ing, held in Rock Island, Ill. 


Members of the Control passed a res. 
olution of condolence upon the death of 
Harold B. Sixbury (Assistant Treasurer 
of the Federal Bake Shops, Davenport, 
Iowa), who died on February 25, 1948, 


PORTLAND 
Topic: BREAK-EVEN POINT 


Professor William H. Holm of Lewis 
& Clark College, in Portland, spoke on 
“The Break-Even Point Between Produc. 
tion and Profits” at the February 20 meet. 
ing of the Portland Control in the Old 
Heathman Hotel. 


PITTSBURGH 
Topic: 1948 INCOME TAX 
William L. Hearne, Head of United 
States Steel Corporation’s Tax Division, 
spoke on “The 1948 Income Tax Bill” 
at the February 16 meeting of the Pitts- 
burgh Control in the Duquesne Club in 
Pittsburgh. 


PHILADELPHIA 
Topic: FIDELITY LOSSES 

“What Goes on Behind My Back?” 
was one of the thought provoking ques- 
tions asked by Earl W. Hohbein, Sec- 
retary of United States Guarantee Com- 
pany, at the March 4 meeting of the 
Philadelphia Control in his talk on 
“Case Histories of Some Recent Large 
Fidelity Losses.” These actual defal- 
cation cases involve losses of funds of 
over $2 million, which occurred within 
the past three years. 

The April meeting of the Control 
was cancelled in favor of the Eastern 
Spring Conference of the Controllers 
Institute of America. 


PENN-YORK 
Topic: ECONOMIC TRENDS 
James L. Hayes, economics professor 
at St. Bonaventure College in Olean, 
N. Y., addressed the Penn-York Divi- 
sion of the Buffalo Control on the sub- 
ject of “Current National Economic 
Trends and Future Outlook’’ at their 
March 4 meeting in the Olean House. 
Mr. C. C. Hill of Clark Brothers Com- 
pany, Inc., of Olean was host. 


NEW ORLEANS 
Speaker: PROF. L. J. BUCHAN 
Professor L. J. Buchan, of Tulane 
University, spoke at the monthly meet- 
ing of the New Orleans Control, held 
February 24, in New Orleans, La. 


NEW YORK CITY 
Topic: GRAPHICS 
Burton C. Rush, co-founder and patt- 
ner of Graphics Institute, presented the 
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relationship between general economic 
conditions and corporation activities in 
his discussion of the “Use and Effect of 
Graphics” at the March 11 meeting of 
the New York City Control in New 
York City. Mr. Rush also discussed 
the breakdown and communication of 
the budget for and to various depart- 
ments, adequate and up-to-date organi- 
zation charts for companies and the in- 
terpretation of statistical records, par- 
ticularly sales and costs. 

The April meeting was cancelled due 
to the 1948 Eastern Spring Conference, 
which was held in Atlantic City. 


MILWAUKEE 
Topic: BALANCE SHEETS 
J. W. Simpson, Jr., Vice-President of 
First Wisconsin National Bank, spoke 
on “Economic Aspects of Balance Sheets 
and Their Implications from a Banker's 
Viewpoint’’ to members of the Mil- 
waukee Control, March 9, in Milwau- 
kee, Wis. 


LOUISVILLE 
Topic: INVENTORIES 


Members of the Louisville Control 
heard the subject of “Valuation and 
Control of Inventories” presented by 
H. D. Woodcock, Auditor for the 
Girdler Corporation and Tube Turns, 
Inc., in the Kentucky Hotel in Louis- 


ville at their February 25 monthly 
meeting. 
LOS ANGELES 


Topic: INSURANCE 


“How to Get the Most From Your 
Insurance” was discussed by Harold W. 
Horton at the Los Angeles Control's 
meeting on February 19 in the Ambas- 
sador Hotel in Los Angeles, Cal. Clar- 


ence F. Rees was chairman. 


KANSAS CITY 
Topic: CONTROLLERS INSTITUTE 
Paul Haase, Assistant Managing Di- 
tector of the Controllers Institute, was 
featured as the speaker on “The Insti- 
tute, Past, Present and Future’ at the 
March 8 meeting of the Kansas City 
Control in Kansas City. 


INDIANAPOLIS 
Topic: CREDIT CONDITIONS 


“Ts Your House In Order?” was the 
title John Mannion, vice-president of 
the Continental Illinois National Bank & 
Trust Company of Chicago, gave to his 
discussion of present day credit condi- 
tions at the February 26 meeting of the 
Indianapolis Control. 


XUM 
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Institute Meeting Dates Ahead 








REGIONAL CONFERENCES 
Eastern—Atlantic City—April 4, 5, 6. Sponsored by the Philadelphia Control 
Mid-Western—St. Paul—May 16, 17. Sponsored by the Twin Cities Control 
Pacific Coast—Seattle—June 11, 12. Sponsored by the Seattle Control 


SPECIAL MEETINGS 
Tri-Control—Newington, Conn.—May 7. Sponsored by Hartford Control 
Tri-Control—Buffalo—June 4. Sponsored by the Buffalo Control 


LOCAL CONTROL MEETINGS 
Members of The Institute are cordially invited to attend meetings of other Con- 
trois when away from their own Control. The list of local Control Secretaries (be- 
low) is’ printed for the convenience of the members of The Institute. 
All Control meeting dates are listed as scheduled at time of publication. 


April 1i—Birmingham, Hartford 

April 6—Buffalo, Chattanooga, Cin- 
cinnati (Joint Meeting with Dayton), 
Twin Cities 

April 9—Quad Cities, Toledo 

April 12—Kansas City 

April 13—Boston (at Worcester), Mil- 
waukee, Springfield 

April 14—Baltimore, Western Michigan 

April 15—Cleveland, Los Angeles, San 
Francisco 

April 16—Portland 

April 19—Pittsburgh 

April 20—New Orleans, Syracuse 

April 21—Louisville 

April 22—Indianapolis 

April 27—Atlanta, Dallas, Detroit, Dis- 
trict of Columbia, Houston, St. Louis 

April 28—Chicago, Rochester 

April 29—Seattle 


Meetings of the Bridgeport, New York 


May 4—Buffalo, Chattanooga, Twin 
Cities 

May 6—Birmingham, Philadelphia 

May 7—Hartford (Joint Meeting with 
Bridgeport and Springfield), Quad 
Cities 

May 10—Kansas City 

May 11—Cincinnati, Milwaukee 

May 12—Western Michigan 

May 13—Dayton, Toledo 

May 17—Pittsburgh 

May 18—Boston, New Orleans, Syra- 


cuse 

May 20—Los Angeles, New York City, 
San Francisco 

May 21—Portland 

May 25—Atlanta, Detroit, District of 
Columbia, Houston, St. Louis 

May 26—Chicago, Louisville, Rochester, 
Baltimore 

May 27—Indianapolis, Seattle 

At the time this issue went to press, no 


City, and Philadelphia Controls will not definite meeting dates had been set by the 


be held in April. 


Cleveland and Dallas Controls for May. 


Secretaries of Local Controls 


Atlanta: Ray C. Johnstone, Blalock Machinery 
& Equipment Co. 

Baltimore: William M. Morgan, The Baugh 
Chemical Co. 

Birmingham: Richard H. Childers, 
Handley Hardware Co. 

Doston: Frederick L. Patton, Cambridge Rubber 
Co., 748 Main Street (Cambridge). 

Bridgeport: Frank V. Bigelow, Malleable Iron 
Fittings Co., (Branford). 

Buffalo: Herbert W. Soderberg, International 
Railway Co. 

Chattanooga: Glenn R. Stoutt, United Hosiery 
Mills Corp. 

Chicago: Gordon B. Rockafellow,\ Great Lakes 
Carbon Corp. 

Cincinnati: Howard F. Kidd, The Lockwood 
Manufacturing Co. 

Cleveland: George C. Houck, Harris-Seybold 
Co. 

Dallas: A. D. Harder, Southwestern Life In- 
surance Co. 

Dayton: Joseph A. McKenny, Jr., The Ameri- 
can Envelope Co., (West Carrollton). 

Detroit: Lester M. Elliott, McCord Corp. 

District of Columbia: Walter L. Brauer, U. S. 
News Publishing Corp. 

Hartford: Elmer G. E. Johnson, The American 
Hardware Corp., (New Britain). 

Houston: George L. Duwe, Cameron Iron 
Works, Inc. 

Indianapolis: Howard E. Lohmann, Ayrshire 
Colleries Corp. 

Kansas City: Walter Vaughn, Stern Brothers & 
Co. 


Moore- 


Los Angeles: Louis C. Hageman, The Luer 
Packing Co. 

Louisville: Marion M. Johnson, Brown-Forman 
Distillers Corp. 

Milwaukee: Clarence A. Bickel, The Wisconsin 
Co. 

New Orleans: William P. Stich, The Leon 
Godchaux Clothing Co., Ltd. 

Neu York City: Theodore F. Gloisten, The 
American Home Magazine Corp. 

Philadelphia: Charles H. Yardley, The Penn 
Mutual Life Insurance Co. 

Pittsburgh: William F. Dickson, United States 
Steel Corp. 

Portland: S. E. Gjerde, Portland Trust and 
Savings Bank. 

Quad-Cities: Donald W. Hunter, 
Mills, Inc., (Clinton, Iowa). 

Rochester: Sigurd Tranmal, Distillation Prod- 
ucts, Inc. 

St. Louis: Preston E. Pitts, Cupples Company. 

San Francisco: Wilson K. Minor, Standard Oil 
Co. of Calif. 

Seattle: A. G. McLean, DeForest & Cox. 

Springfield: J. A. Chadbourne, Old Colony En- 
velope Co. (Westfield). 

Syracuse: George J. Baumer, Muench-Kreuzer 
Candle Co., Inc. 

Toledo: Edmund L. Stewart, Sandusky Foundry 
& Machine Co., Market and Fulton Streets 
(Sandusky). 

Twin Cities: George H. Hess, Jr., 40 North 
Mississippi River Blvd., (St. Paul). 

Western Michigan: Walter W. Wennerstrom, 
Grand Rapids Plaster Co., (Grand Rapids). 


Pillsbury 
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HOUSTON 
Topic: TAFT-HARTLEY LAW 
A discussion of “The Taft-Hartley 
Law” was presented by Dwight H. Aus- 
tin, of Liddell, Austin, Dawson & Hug- 
gins, at the March 23 meeting of the 
Houston Control in Houston, Texas. 


HARTFORD 

Topic: DEPRECIATION—ASSETS 

R. P. Evans, of the American Apprai- 
sal Company, discussed the subject, 
“The Relation of Depreciation to the 
Cost and Value of Assets,’’ to members 
of the Hartford Control at their March 
4 meeting in the Elm Tree Inn, Farm- 
ington, Conn. 


DISTRICT OF COLUMBIA 

Topic: BUDGET EXPERT’S VIEWS 

J. Weldon Jones, Assistant Director 
of the United States Bureau of the Bud- 
get in Charge of the Fiscal Division, 
gave an informal talk on his personal 
observations and experience, at the Feb- 
ruary 24 meeting of the District of Co- 
lumbia Control at the Carlton Hotel in 
Washington, D. C. A Certified Public 
Accountant of Texas and Ohio, his per- 
sonal experience also includes banking, 
corporation auditing and teaching. 
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DETROIT 
Topic: EMPLOYEE TRAINING 
Charles F. Moran (Industrial Rela- 
tions Staff, Fisher Body Division) pre- 
sented a general outline of the Em- 
ployee Training Program of the Fisher 
Body Division together with a full dis- 
cussion of their course in basic econom- 
ics at the February 24 meeting of the 
Detroit Control at the Hotel Statler in 
Detroit. 


DAYTON 
Topic: STATISTICS 
Colonel R. H. Magee, Director of 
Statistical Control of the Standard Reg- 
ister Company, discussed “How to Con- 
trol Operations Through the Use of 
Statistics” at the March 11 meeting of 
the Dayton Control. 


DALLAS 
Topic: STATE CONTROLS 
Ralph Soape, an independent insur- 
ance consultant, in presenting the sub- 
ject, “State Controls,” at the February 
24 meeting of the Dallas Control, also 
answered members’ questions regard- 
ing insurance matters. 


CLEVELAND 
Topic: KEY PERSONNEL 
Dr. J. Elliott Janney, consulting psy- 
chologist in the firm of Rohrer, Hibler 
and Replogle, explained why ‘Key 
People Are the Key” at the March 9 
meeting of the Cleveland Control in 
Cleveland. 


CINCINNATI 
Topic: INCOME TAX 
S. Lester McCormick, Manager of 
the Tax Department of Lybrand, Ross 
Brothers and Montgomery, (Certified 
Public Accountants) in Cincinnati, gave 
his “Observations of an Income Tax 
Practitioner” for the benefit of Cincin- 
nati Control members at their March 9 
meeting in Cincinnati. 


CHICAGO 

Topic: CONTROLLER PROBLEMS 

Christian E. Jarchow, Vice-President 
and Comptroller of the International 
Harvester Company, Chicago, presented 
his views on ‘Some Current Problems 
of Controllership” at the Chicago Con- 
trol’s February 25 meeting. 


CHATTANOOGA 
Topic: RETIREMENT PLANS 
Warren Jeffords, of American Lava 
Corporation, and Shannon Gamble, of 
Standard-Coosa-Thatcher Company, dis- 
cussed “Retirement Plans’ with mem- 
bers of the Chattanooga Control March 
2 in Chattanooga, Tenn. 


BUFFALO 
Topic: INFLATION 


Dr. Alfred P. Haake, industrial cop. 
sultant, economist and lecturer, who 
is serving as consultant to General 
Motors, spoke on “Inflation or Depres. 
sion” at the March 2 meeting of the 
Buffalo Control at the Park Lane jp 
Buffalo, N. Y. William H. Watkins 
vice-president of the Buffalo Control 
led the discussion. Archie Raub, As. 
sistant Manager of the Specialized Re. 
port Department of Dun and Brad. 
street, was expected to speak at the 
April 6 meeting. 


BRIDGEPORT 
Topic: INTERNAL AUDITING 


Author of the book, “Internal Audi- 
ting,’ Victor Z. Brink gave a thor- 
ough insight to his subject, “What 
Management Should Expect From In- 
ternal Auditing,” at the March 3 meet. 
ing of the Bridgeport Control in the 
Graduates Club, New Haven, Conn. 
Their April meeting was cancelled due 
to the Eastern Spring Conference held 
in Atlantic City. 


BOSTON 
Topic: BUSINESS INSURANCE 


Percy D. Betterly (of Morgan 
Construction Company in Worcester, 
Mass.) spoke on “Business Interruption 
Insurance” at the March 16 meeting at 
the Hotel Commander in Cambridge, 
Mass. 


BIRMINGHAM 
Topic: INVENTORY CONTROL 


A discussion on “Inventory Control” 
was led by Mr. Ben Bromberg, of Kess- 
lers in Birmingham, at the March 4 
dinner of the Birmingham Control in 
the Tutwiler Hotel, in Birmingham, 
Ala. 


ATLANTA 
Forum: EDUCATION 


The Atlanta Control held a forum 
on “Education in Controllership’ at 
their February 24 meeting in the Pied- 
mont Hotel in Atlanta. Their speakers 
included Dr. George M. Sparks, Georgia 
Evening College; Professor J. C. Burke, 
University of Georgia; Dr. Philip Welt- 
ner, Oglethorpe University; Professor 
H. E. Dennison, Georgia Tech; Profes- 
sor G. C. Siefkin, Emory University; 
and Dr. George S. Craft, Emory Uni- 
versity. 


li 











XUM 


TION 


al con. 
» who 
7eneral 
epres- 
of the 
ane in 
atkins, 
ontrol, 
b, As- 
>d Re. 
Brad- 
at the 


TING 


Audi- 
thor- 
‘What 
m In- 
meet- 
n the 
Conn. 
d due 
» held 


NCE 


organ 
ester, 
ption 
ng at 
ridge, 


"ROL 


trol” 
Kess- 
ch 4 
ol in 
ham, 


ION 


orum 


) 

Pied- 
akers 
orgia 
urke, 
V elt- 
essor 
ofes- 
rsity ; 
Uni- 


XUM 


The Controller, April, 1948 


223 














Controllers and Financial Officers: 
Plan NOW to attend the 


1948 


Midwestern Controllers Conference 


under the sponsorship of the 
Twin Cities Control 


Conference Theme: 


“GEARING FOR THE FUTURE” 


Subjects of Technical Sessions: 
“Production’s No Picnic!” 
“Payrolls Play Their Part!’ 
“Prices Are Not Profits!” 
“Profits Have a Purpose!” 


Cooperating Contzols 


Buffalo. Chicago, Cincinnati, Cleveland, Dayton, Detroit. 
Indianapolis, Kansas City, Louisville, Milwaukee, Pittsburgh, 


Quad-Cities, St. Louis, Toledo and Western Michigan. 
. 


Mark yout calendar now for the 


1948 
Midwestern Controllers Conference 


May 16-17, 1948—St. Paul, Minnesota 
Hotel Lowry 
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Raw Institute Members Elected 


The information listed below is arranged so that it may be clipped by the 
members of the Controllers Institute for addition to the Directory of Mem- 
bers in the current Year Book of The Institute. 








At a meeting of the National Board of 
Directors held February 27, 1948, the ap- 
plicants named below were elected to ac- 
tive membership in The Institute: 


WILLIAM H. APEL 
Clark-Babbitt Industries, 
Hanover, Mass. 

ARTHUR A. BAILEY 
The Harbauer Company, Toledo, O. 

ALFRED T. BANFIELD 
Franklin Ice Cream Company and Chap- 
man Dairy Company, Kansas City, Mo. 

GEORGE M. BENDIKSEN 
Doehler-Jarvis Corporation, New York 
City 

GORDON L. BJORNSTAD 
Land O'Lakes Creameries, Inc., Min- 
neapolis, Minn. 

BENJAMIN BoyD 
The Emerson Drug Company, Balti- 
more, Md. 

JAMEs M. BRENNAN 
Fried and Reineman Packing Company, 
Pittsburgh. 

ARTHUR P. BROWN 
H & B American Machine Company, 
Pawtucket, R. I. 

GEORGE W. BUZZARD 
Darling and Company, Chicago. 

CHARLES P. CLARK 
The Julian & Kokenge Company, Co- 
lumbus, Ohio. 

CHARLES A. COHAN 
Hens & Kelly, Inc., Buffalo, N. Y. 

GEORGE W. COLEMAN 
Schlage Lock Company, San Francisco. 

CHARLES A. CONSALUS 
The Schaible Company, Cincinnati. 

E. A. DEUTMEYER 
Klauber Manufacturing Company, Du- 
buque, Iowa. 

PauL M. GARMANY 
Hughes Tool Company, Houston, 
Texas. 

CARL H. HAaAs 
john Bath & Company, Inc., Worcester, 
Mass. 

EsTEL W. KELLEY 
Standard Brands, Inc., New York City. 


West 


Inc., 





APPRAISALS 


Made by qualified experts in all lines 
STANDARD APPRAISAL COMPANY 


6 CHURCH ST. 
NEW YORK 


ATLANTA 
CHICAGO 
DETROIT 


BOSTON 
PHILADELPHIA 
PITTSBURGH 








RALPH KNAPP 
Precision Castings Company, Syracuse. 

STILLMAN KUHNS 
The Diamond Match Company, New 
York City. 

CHARLES A. KUNTZ 
The Ohio State University, Columbus. 

Murray J. Levy 
The Askin Stores, Inc., New York City. 

DONALD F. MCMANus 
Landers, Frary & Clark, New Britain, 
Conn. 

DONALD H. MURPHY 
The Mentholatum Company, Buffalo. 

WINSLOw S. OLIN 
Square D Company, Industrial Control- 
ler Division, Milwaukee. 

LAWRENCE S. PARSONS 
Langendorf United Bakeries, Inc., San 
Francisco. 

FRED W. PETERS 
Oklahoma Natural Gas Company, 
Tulsa, Okla. 

JOHN A. POCHE 
I. L. Lyons & Company, Ltd., New Or- 
leans, La. 

DONALD A. ROBERTSON 
Edward Hines Lumber Company, Chi- 
cago. 

CLARENCE SCHEPS 
Tulane University, New Orleans, La. 

JOHN SCHMIDT 
Armour and Company, Chicago. 

GEORGE A. SCRIMGER 
Maple Leaf Milling Company, Ltd., 
Toronto, Ontario, Canada. 

EDGAR SWICK 
Worthington Pump & Machinery Cor- 
poration, Buffalo, N. Y. 

CLIFFORD N. WADE 2 
The Patchogue Electric Light Company, 
Patchogue, N. Y. 

THEODORE H. WALWORTH 
De Laval Steam Turbine Company, New 
York City. 

HARRY C. WILDNER 
National Lead Company, New York. 





Election of the 35 new 
members named above 
brings the membership 
of ‘The Institute to 


3,048 











Sufficient Investment _ 
Funds Forecast 


Although bank credit wil! be tighter 
during 1948 than it has been recently, 
there will not be a great shortage of in.” 
vestment funds during the year, accord. 7 
ing to the Bankers Trust Company. ' 

In its annual review, ‘United States 7 
Government Securities and the Money | 
Market,’ published recently, the bank’s 7 
bond department points out that the 7 
United States Treasury may have $8 
billion or $9 billion available for the 
purchase or retirement of marketable 
debt this year, and to the extent that it 
uses these funds for the purchase of 
government securities, they will be made 
available to the investment market. This 
should enable the monetary authorities 
to maintain the 2.5 per cent yield on 
long-term government obligations with- 
out adding to inflationary pressures, ac- 
cording to the review. 

The real causes of the present inflation 
lie almost entirely outside current bank 
lending operations, the review asserts. 
One of the basic causes of the postwar 
increase in prices, it says, is the large in- 
crease in the money supply in former 
years, which began with the devaluation 
of the dollar and deficit financing in the 
Thirties and climaxed itself in the infla- 
tionary methods of finahcing World 
War II. 

Cautioning against the unwise use of 
credit controls, the review asserts that 
“under present strongly inflationary con- 
ditions, measures of credit control would 
be really effective only if used with sufh- 
cient force to reduce production and em- 
ployment and create a pronounced 
deflationary movement. A disorganized 
bond market and rigid restraints on es- 
sential credits might seriously interfere 
with the normal flow of funds into pro- 
ductive enterprise and disrupt the whole 
economy. The consequences of such a 
course cannot be contemplated lightly, 
especially in view of present world con- 
ditions and our international responsibil- 
ities.” 

The review also states that conditions 
may develop in the economy that will 
make it necessary for the monetary 
authorities to modify their program of 
maintaining government bonds at pres: 
ent levels. 

“If, during the latter part of 1948,” 
it states, “some recession in business 
should occur, with its accompanying fea- 
tures of a lower level of construction and | 
plant expansion and weakness in com- | 
modity prices, the task would be eased. 
If, however, commodity prices and living 
costs continue to advance, and bank loans 
continue their rapid rise, the authorities 
might find it necessary to reconsider and 
reappraise their basic policy.” 





